





Letter from the Chairman 


Our safeguard for the future: Trimming costs now 


It is a matter of concern to all of 
us that, despite record gross 
revenues for the first half of this 
year, IBM’s net earnings actually 
declined. 

One of the major reasons is 
painfully clear. In the current in- 
flationary environment, the costs 
of doing business—of develop- 
ing, manufacturing, selling, and 
maintaining our products and services—are rising 
faster than our income. 

There is only one solution that all of us can apply, 
and that is to redouble our efforts—individually and 
collectively—to keep costs down. 

If this sounds like oversimplification, or standard 
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rhetoric, let me assure you it is neither. Cost effective- 
ness is not a special skill that can be practiced only 
by those at the top levels of management or by the 
ingenious. It depends first and foremost on the ordinary, 
everyday business actions of all of us. 

For example, if we could cut our use of stationery 
and office supplies in the U.S. by just 10-percent, we 
could save nearly $4-million. If all but customer-related 
travel in the U.S. could be reduced by 15 percent, the 
savings would total over $11-million. And those kinds of 
savings have a direct impact on our bottom: line. 

Cost reduction has never been more important. to 
IBM than it is today. Of course, no one welcomes belt- 
tightening. But for companies—as for individuals— 
reducing present expenses to safeguard the future is 
just plain good sense. 
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Complaints that the public 
does not understand business 
are thoroughly justified, says 
Max Ways, a member of 
Fortune's board of editors, 
who leads off Think’s series 

on ‘‘Business and the Ameri- 
can system” in this issue. The 
fault for the distorted picture 
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of business that most people 
have lies in part with the many 
critics of business. But it is 
no less due to the ever- 
increasing complexity and 
dynamism of the business 
system itself. 

How important is an under- 
standing of the business 


IBM in Iran 











f, Productivity 
In a year like 1975, it’s a sales theme that sells. 


system? When many are 
asking, ‘“‘Can Capitalism Sur- 
vive?” (as Time magazine did 
recently in marking the bi- 
centennial of Adam Smith’s 
classic description of a free 
economy in The Wealth of 
Nations), the need for under- 
standing business is more 


New round in Geneva 
Eighty nations meet to decide which way trade winds will blow. 


Branch on the Amazon 
In a jungle city on the world’s mightiest river, IBM gets around by boat. 


Business and how it works 
The start of a series on business and the American system. 


crucial than ever. 

As Time puts it: “Capital- 
ism’s whole spirit is growth 
through adaptation to cease- 
less change—in prices, profits, 
technology, consumer tastes 
... All of this is worthy of being 
recalled today, because 
it remains little understood.” 


An ancient Persian Empire goes modern—and computers help speed the process. 


M Why so few businessmen really understand business. By Max Ways, 
member of the board of editors of Fortune. 











‘Sboom’ 


Growth 





So you want to be on the school board 
Thankless? Probably. But a stimulating way of giving something to your town. 


Good news for gnus in zoos 
How computers are helping endangered species from becoming extinct. 


And for another view on the need for planning: 


Taking the wait out of those unemployment waiting lines 
In Pennsylvania, a new system will help speed up compensation claims. 


Italy lowers the boom on inflation. And IBM Italy steps out in sales. 


How much and for how long, asks economist, Robert Heilbroner. 


HB Milton Friedman on planning, from the bottom up. 
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MARKETPLACE 


TIAINIK The contents of this issue, in brief 








Selling productivity 4 


Last year Cadmet Corporation, a 
precision casting company, achieved 
an 80 percent increase in sales— 
without any increase in overhead—by 
applying a System/3. Just one example 
that proves why ‘‘productivity”’ be- 
comes an essential concept in practice 
when customers feel the economic 
crunch. 

That IBM’s sales of computers and 
office products have held up as well 
as they have in the 1974-75 recession 
is due in large part to a growing 
recognition that IBM products can 
offset higher costs and improve earn- 
ings. ‘‘It all comes down to the profit 
line,’’ says one of the nine marketing 
reps interviewed by Think. 

















ISSUES 


New round in Geneva 16 


With a new round of trade negotiations 
opening in Geneva, the emphasis will 
be on non-tariff barriers—many of 
which effectively discriminate against 
foreign goods, or exceptionally favor 
domestic producers. Two, in particu- 
lar—preferential procurement and 
government subsidies—create serious 
barriers to competition in the d.p. in- 
dustry. But getting rid of them will be 
no easy task. President Franklin 
Roosevelt once likened it to ‘‘dyna- 
miting fog.’’ Meanwhile, the Trade 
Reform Act is a step in the right direc- 
tion. It gives the President authority 

to negotiate on these matters, but it 
also checks that authority by giving 
Congress the right to veto agreements 
he might be prepared to make. Does 
passage of the act mean that protec- 
tionist sentiment in the U.S. has gone 
by the boards? No. Hard-liners, for 
example, are still calling for legisla- 
tion which would put an end to foreign 
tax credits. Withdrawal of those credits 
would mean double taxation, and—in 
the opinion of experts—drive many 
U.S. corporations out of competition 
in overseas markets. 






















IBM in Iran 12 





It's no mirage. The spectacular growth 
of this ancient Persian Empire is as 
formidable as the huge tankers leaving 
it each day with 4 million barrels of oil. 
Oil is fueling the prosperity so 
evident across the face of this nation 
of 32 million people. Last year, 
revenues from this industry accounted 
for much of a $9-billion increase in 
national income. But there are other 
reasons—among them the increasing 
use of modern technology to offset a 
lack of skilled manpower. As one 
lranian businessman puts it: ‘‘We 
could not do it without computers.” 






























Taking the wait out of those 
unemployment waiting lines 34 | 


While talk of economic recovery 
grows, it does little to cheer the millions 
of Americans standing in unemploy- 
ment lines. And joblessness, it is 
widely agreed, will remain at a high 
level for months, if not years, to come. 
But there’s a pinpoint of light in an 
otherwise dismal landscape: The 
handling of unemployment compen- 
sation promises to become more 
efficient and more humane—with a 
substantial boost from computers. 

In a pilot installation at Harrisburg, 
Pa., a local unemployment office is 
being put on-line to a System/370 
serving similar offices throughout 
the state. Soon, benefits determi- 
nation will be done on the claimant’s 
first visit. And, hopefully, the tradi- 
tional and tiresome standing in lengthy 
lines will become a thing of the past. 





Italy puts its house in shape 40 


Hundreds of businesses closed. Infla- 
tion, at 24 percent, was the highest for 
any Western industrial nation. The 
balance had gone out of the balance 
of trade. Only massive international 
loans kept bankruptcy at bay. 

Italy was in trouble—again. But this 
crisis was too acute to shrug off; so 
the nation began, deliberately and 
often drastically, to rein in its runaway 
economy. The slowdown has had its 
side effects, but it seems to be working. 

Through it all, IBM Italy's perfor- 
mance continues to amaze every- 
body—except Italian IBMers. 





Fetters 


Best Chairman’s letter 


If Frank Cary lives to be 100, and if 
IBM goes on indefinitely, | doubt that 
we will have in all that time a better 
message than this one. [March/April 
Letter from the Chairman. ‘‘Our repu- 
tation: More a matter of what we do 
rather than what we say.’’] It seems to 
be confirming the old idea that actions 
speak louder than words. 


F. L. Dunn (Retiree) 
San Diego, Calif. 


Bad picture 


Re: Article, March/April Think, 

‘Open Season on the Internationals?” 
The deer picture with apparent 
gun-sight aimings is highly controver- 
sial and superfluous . . . | feel this 
picture representation does not in any 
way follow policies which IBM 

practices . . . It only serves to per- 
petuate the mindless and greedy 
thinking of those who take from this 
world what others so respectfully 
cherish. 


David A. Meeker 
Dumont, N. J. 


Editor's note: Object of that illus- 
tration was neither to condemn nor to 
condone deer hunting, but simply to 
suggest that critics were going after 
international corporations as heed- 
lessly as hunters sometimes go 

after deer. 


Too brief an explanation 


Your one-paragraph discussion 
[May/June: “Savings ...’"], of IBM 
discontinuing 59 computer systems in 
Europe as a cost savings, inadvertently 
endorses a business practice that is 

all too common in periods of 

financial stress. Many decision-makers 
focus their attention on reduction 

of hardware costs rather than exten- 
sion of their systems into areas which 
offer greater return on investment 
opportunities. 

Internal decisions that are positive 
endorsements of our internal use of 
our own equipment should be 
expressed clearly without possible 


misinterpretations. This would indicate 
to our customers that we do exercise 
the managerial wisdom we offer in 
the marketplace. We don't discontinue 
systems to save money per se. We 
define our internal automation require- 
ments, then install the most econom- 
ical hardware to meet these require- 
ments—which is how we market 
systems. 
| am certain that the managers . 
in those 59 remote locations have 
been encouraged to define greater use 
of systems rather than simply being 
told ‘‘we cut your hardware budget.” 
The brevity of your article leaves 
this to the reader to ascertain. It is too 
important to marketing and to the 
corporation to discuss ina single 
paragraph. 


J. T. Pugh 
Roanoke, Va. 


Editor’s note: Think erred on the side 
of brevity in noting the savings result- 
ing from a consolidation of computer 
services. The item should have made 
clear that a systems updating rather 
than a hardware cutback per se was 
behind the project. 


Vital—that Research story 


| was completely delighted by your 
“Report on the Research Division” 
from May/June 1975 Think. | must say 
that | was given a very thorough 
lecture on the subject for the first 

time in my six-year IBM career. Mr. 
Richard Bode's analysis is really 

vital for every |BMer who wants to 
know how IBM achieved its present 
excellence in its field. 


Solomon Libiu 
Rison Le Zion, Israel 


Treat all sides of issues 


The (March/April) Think Magazine 
containing the ‘Global Reach”’ article 
was of particular relevance due to 
the book’s being used in a university 
course | was taking. It is especially 
worthwhile having Think commentary 
on, and IBM responses to, items 
appearing in the general press. 

| would only hope that all sides of 
issues can be dealt with, not just those 
favorable to IBM. 


E. Howard Green 
Oakland, Calif. 


Yes, Hawaii is a great place 


Enjoyed your March/April 1975 issue 
of Think, particularly the article on 
Hawaii. You did a fine job of capturing 
the graciousness and “‘aloha”’ spirit 
of the Hawaiian IBMers. 

You briefly mentioned in your article 
an FSD group in the Kwajalein Atoll. 
There are forty-seven FSD and three 
FE employees and their families 
temporarily resident in the Kwajalein 
Atoll, which is located in the Marshall 
Islands (part of the Trust Territory 
of the Pacific). Those of us who 
travelled through Hawaii can indeed 
attest to the unique nature of that 
beautiful state. 


Roy Klaskin 
IBM, Kwajalein 


Good example 


| was especially interested in your 
article named ‘‘Perseverance”’ 
[physically handicapped and IBM's 
Affirmative Action Plan]. Being the 
parents of a 13-year-old deaf boy, my 
wife and | are very anxious about his 
professional future. So we have been 
quite impressed by the story of Phil 
Bravin who has been able to achieve 
the unusual career of Programmer/ 
Analyst. 


H. Boizard 
Paris, France 


Rebuttal 


Irving Kristol in his article ‘Who 
stands for the corporation?,”’ Think, 
May/June 1975, uses as his premise: 
The corporation is a reality but it 

“... needs a legitimating idea.” 

The premise is fallacious and 
therefore the argument does not stand 
up. Reality is the state, quality, or fact 
of.being real. Legitimating means to 
make real, genuine, lawful or to justify. 
And lastly, justify means to vindicate 
or pronounce free from guilt. 

Mr. Kristol admits the corporation's 
reality but wants to legitimatize 
or make it real and at the same time 
free the corporation from guilt. What 
guilt? The guilt of existing? How 
then do any of us vindicate our own 
existence, and when did existence 
become something we are guilty of? 


Kathryn Kannett 
Brooklyn, N.Y. 
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by Ernie Bauer 


For the producer of Jaws, 1975 has 
been a very good year. The movie cost 
$8-million to make; it grossed $60- 
million in its first month’s showing, and 
its Great White Shark is on the way to 
becoming the biggest box office attrac- 
tion in film history. 

But for business in general, so far 
at least, 1975 has been the least con- 
genial, the most inhospitable year since 
the Great Depression. 

Compared to the 1969-70 slump 
which shook the data processing indus- 
try in 1970-71, the 1974-75 recession 
has been sharper and has lasted longer 
—19 months compared to 12 for that 
earlier downturn. 

Worse yet, for a company like 1BM, 
which came through that previous re- 
cession with relative ease thanks to 
a strong upsurge in overseas business, 
the 1974-75 recession reached world- 
wide into most industrial countries al- 
ready afflicted by rising oil prices and 
peak levels of inflation. 

But now, for the U.S. at least, the 
worst appears over. Economists report 
that the recession has bottomed out. 
Leading indicators point to the begin- 
ning of an upturn. And while unem- 
ployment remains stubbornly high, the 
outlook is for a long, gradual road to 
recovery through the remainder of 
1975 and into 1976. 

How has 1BM been weathering the 
storm? 

Part of the answer came in the com- 


pany’s second-quarter earnings report, 
which showed gross income up $236- 
million, or 7.2 percent compared with 
the same period last year, while net 
earnings declined 2.9 percent. 

Commented 1BM Chairman Frank T. 
Cary: “Financial results continue to 
be adversely affected by inflation and 
significant declines in outright pur- 
chases of data processing equipment. 
While the level of purchase activity is 
somewhat higher than the first quarter 
of this year, it is still below the very 
high level of the second quarter of 
1974, Incoming orders continue below 
the rates of 1974. 

“Gross income from rentals and 
services increased 19.8 percent over 
the first six months of 1974.” 

That the company’s sales of comput- 
ers and office products have held up 
as well as they have is due in large 
part to a growing recognition among 
businessmen that 1BM products can 
help supply an answer to one of their 
most pressing needs—the need for in- 
creased productivity to offset higher 
costs and improve earnings. 

Says F. G. (Buck) Rodgers, 1BM vice 
president, marketing: “Our strength is 
in our productivity story. There’s no 
doubt that everything we’ve sold—in 
any part of the product line—was 
bought primarily because we were 
able to show customers that the return 
to them in lower costs and/or greater 
output would exceed the investment.” 


(Continued on page 6) 


For 1975, the singular theme in selling 
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Selling in 1975 


When sales reps George Singleton and 
John McDonald, of 1BM’s Data Process- 
ing Division Detroit West Automotive 
branch, closed an order earlier this 
year for a System/370 Model 135 with 
a manufacturer of machine tools, they 
low-keyed the celebration. 

“Sure we were glad to have it,” re- 
calls Singleton, who had been working 
on the sale for two years, “but we were 
more relieved than happy. Too many 
guys in the office are having too tough 
a time to warrant much celebrating 
over one sale—no matter how big it is.” 

Detroit, with its heavy reliance on 
the ailing automotive and related in- 
dustries, represents one extreme of the 
recession that held the economy in a 
tight grip the first half of this year. 

On the other hand, the office in 
Green Bay, Wisc., has happily escaped 
being caught in a similar vise. 

Although only about 350 miles from 
Detroit as the crow flies, Green Bay has 
a more varied industry mix. “The insur- 
ance industry and the processing indus- 
try (wood pulp and paper) have re- 
mained healthy,” says Chuck Buchheit, 
branch manager (recently promoted to 
administrative assistant in the office of 
the 18M chairman). “We’ve also been 
able to sell to the manufacturing indus- 
try even though it has been hurt.” 

The marketing picture, nationwide, 
has been a complicated one. For every 
area where business is especially hard- 
hit, like the Great Lakes Region, which 


includes Detroit, there is another where 
business is strong—the heavily agri- 
cultural Central Region, for example. 
For every industry that is off, such as 
in automotive, or airlines, there is 
another that seems unaffected—secur- 
ities or health. For every 18M product 
that is hard to sell, there is another still 
in solid demand, 

Everyone in 1BM, of course, has a 
stake in how well the company’s prod- 
ucts are accepted. But none as much 
as the 15,000 18M salesmen and sales- 
women whose livelihoods and careers 
ride on what is happening to the econ- 
omy. For them, the world of busi- 
ness comes down to a territory and then 
further to every single, separate cus- 
tomer. For them, recession or prosper- 
ity is a daily event. 

How is 18M doing? Think inter- 
viewed 9 sales reps across the country 
to find out. They represent a spectrum 
of geography, of industries, and of 
products, and they have the credentials 
to speak with authority. 

In 1975, especially, getting an order 
by no means allows the salesman to re- 
lax. After putting in more than two 
years of effort to sell the Model 135, 
says George Singleton, “now is when 
the work really begins—to get it in- 
stalled so the customer can begin to 
get the productivity benefits. Besides, 
the customer doesn’t pay anything, and 
IBM doesn’t earn anything, until the 
machine is in and running.” 


(Continued on page 8) 
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HOW THIS YEAR’S RECESSION 


COMPARES WITH THE ONE IN 1969-70 


LENGTH OF SLUMP 


1969-70 


DECLINE IN OUTPUT OF INDUSTRY 


PEAK OF UNEMPLOYMENT 


=. ae a 


DECLINE IN GROSS NATIONAL PRODUCT 





Source: U.S. Depts of Commerce and Labor, Federal Reserve Board, |BM Economic Research Dept. Decline in Gross National Product 


has been adjusted for inflation. 


(Continued from page 4) 


For the marketing divisions, like 
others in the company, the emphasis 
on productivity extends into every 
area of the business. But for the mar- 
keting divisions, it has also become the 
dominant theme of their selling effort. 


The Data Processing Division: 

In a presentation earlier this year to 
the 18M Board of Directors, John F. 
Akers, Dpp president, put it succinctly: 
“The Data Processing Division has a 
single focus for 1975—increasing pro- 
ductivity in our operations and mar- 
keting productivity solutions to our 
customers. This is both a challenge and 
a cause for optimism, because our 
products and services hold tremendous 
productivity potential.” 

Not that the theme is new. For years 
IBM management has been talking of 
the computer as a “productivity en- 
gine.” But with the onset of the reces- 
sion in 1974 and the pressures it 
brought on business profits, productiv- 





ity clearly has come into its own. 

In business today there exists a 
whole new level of management in- 
volvement which requires that execu- 
tives have a constant and immediate 
flow of data from all areas of their com- 
panies. “Occurrence management,” 
as it is sometimes called, allows man- 
agers to make adjustments and changes 
while things are happening instead of 
waiting for after-the-fact results. Com- 
puters, particularly when used in in- 
formation networks, have made this 
growing business practice possible and, 
in the process, have become an integral 
part of day-to-day operations. 

And how do customers view com- 
puters in light of their pressing needs 
for more productivity? A survey this 
year representing 2,000 1BM customers 
disclosed that 95 percent of them an- 
ticipate either no reduction or some 
increase in 1975 data processing bud- 
gets as compared to 1974. 

Very few of the customers surveyed 


said they would reduce or discontinue 
equipment—a far cry from 1971 when 
a similar survey indicated that more 
than half would take that action, which 
resulted in a downturn for the entire 
data processing industry. 

Comments one of the customers sur- 
veyed this year: “The company re- 
gards data processing as a cost avoid- 
ance and a cost reduction tool and 
places additional emphasis upon its 
use during an economic slowdown.” 

Another reported that it was not 
canceling any applications, “because 
it’s not a short-term theory. It’s long- 
term, and we must forge ahead.” 

Still another: “We feel that applica- 
tions we are considering are neces- 
sary and will eventually reduce costs. 
Whether you're in a rising or declin- 
ing economy, reduced cost is the goal.” 

1BM’s data processing sales force, 
again according to Akers, is well 
equipped to work in today’s environ- 
ment. 








“In the late ’60s,” says Akers, “we 
realized we were not immune to swings 
in the economy. So, we reoriented our 
sales training along industry lines. 
Now, IBM industry specialists help cus- 
tomers with long-range business plans 
as well as computer operations. This 
approach has been very well accepted.” 


The General Systems Division: 

“What puts the General Systems Di- 
vision squarely on what I call the ‘pro- 
ductivity standard,” says Gsp Presi- 
dent C. B. (Jack) Rogers, Jr., “‘is that, 
with today’s small systems, we offer as 
much or more power than the mid-to- 
large-sized computers of ten years ago. 
Along with that,” he adds, “come 
more usability, reliability, and reduced 
costs; which in turn come from rais- 
ing productivity levels. 

“Small business—which accounts for 
43 percent of the Gross National Prod- 
uct, and 65 percent of the employees 
in the work force—needs the produc- 
tivity we can provide. And, since this 
is the segment of U.S. business that 
is least computerized,’ Rogers con- 
tinues, “it offers not only great oppor- 
tunity for data processing, but an op- 
portunity to help get business moving.” 

Two examples of the productivity 
impact of small computers: Cadmet 
Corporation, a precision casting com- 
pany, achieved an 80 percent increase 
in sales—without any increase in over- 
head—by applying a System/3. Mid- 
west Industries, a construction com- 
pany, just two weeks after the 
installation of a System/32, generated 
a manpower utilization report that 
served as the basis for a business deci- 
sion that saved more than twice the 
rental of the computer. 

Last year the Gsp sales force began 
a productivity measurement system— 
a device to measure that attainment 
of sale/install/ product objectives as it 
relates to manpower. Its customer en- 
gineering people later adopted a similar 
productivity measurement system. 

When Gsp introduced System/32 in 
January, it inaugurated a new produc- 
tivity approach to marketing that in- 
corporated pre-packaged application 
programs, self-taught education, and 
semi-mass marketing techniques, in- 
cluding direct mail. Much of this new 
approach was test-marketed on earlier 
products—the Application Customizer 
for System/3 and the Power Manage- 
ment Program for System/7—and it 
proved successful. 


The Office Products Division: 
According to recent studies, the cost 

of the average business letter has 

reached $3.79—40 percent more than 


ten years ago—and is climbing. Rea- 
son enough to make office operations 
a point of major attention. 

“The concern with office productiv- 
ity,” says Bart M. Stevens, opp presi- 
dent, “‘is shared by businesses large and 
small all around the country. Their ob- 
jective is efficiency. And that’s what we 
sell—productivity and efficiency.” 

Central to opp’s selling effort is the 
word processing concept, which the 
division adopted in the mid-1960s 
and which has been refined, enhanced, 
and enlarged into a new program 
called Word Processing System Design 
(wPsD) introduced on a national scale 
in March. 

“With wpspD,” explains Robert B. 
LaDue, director of word processing 
systems, marketing programs, “we ana- 
lyze the customer’s office structure in 
terms of technology—powered type- 
writers, magnetic keyboard equipment, 
Copiers, dictation equipment, and the 
like—plus methods—procedures, su- 
pervisions, training, measurement, and 
controls. We then recommend a total 
systems approach that will be most 
effective for that particular customer. 

“Most important, the customer sets 
the priority of objectives that he wants 
to achieve. With some, it’s cost con- 
trol or career development. With oth- 
ers, it may be better customer service 
or increased productivity. Whatever it 
is, we aim our solution directly at satis- 
fying that need.” 

To date about half of opp’s 3,500 
sales people have trained in wpsp, And 
within a short time after resuming cus- 
tomer calls, their success in selling word 
processing systems invariably showed 
a sharp improvement. (All of the divi- 
sion’s almost 600 marketing support 
reps have trained in wpsp. Their job: to 
help install the new systems. ) 

opp has also stepped up its programs 
of customer education and visits. Word 
processing working laboratories for 
customer tours are now operating at 
Franklin Lakes, East Fishkill, Ma- 
nassas, Lexington, and Atlanta. 

OPD remains optimistic about 1975. 
President Bart Stevens set the division’s 
tone with these words at a sales meet- 
ing earlier this year: “In 1974, it took 
more effort than it did in 1973. And, 
indeed, in 1975, it may take more 
effort than it did in 1974. If 8 calls 
were O.K. in ’73, maybe it was 10 or 
12 in ’74, and maybe it’s 15 or more 
in 1975. And maybe it’s more trials 
and maybe it’s more demonstrations. 
But the job can get done. 

“What it will require from us,” he 
adds, “is a higher level of self-discipline 
than we’ve ever had to use in the 
past.” a 


Other divisions 


Data Processing, Office Products, and 
General Systems are 1BM’s largest 
marketing divisions. But there are two 
others and a subsidiary in the com- 
pany’s marketing picture: 


Federal Systems Division: “We expect 
to make our sales plan in 1975,” com- 
ments Fsp President John B. Jackson, 
“and it will be another record year. 
Defense spending has not been cur- 
tailed. The consensus in Congress ap- 
pears in favor of a reasonably strong 
national posture. The Department of 
Defense budget is remaining fairly 
stable. 

“At the same time,” he adds, “we 
have felt some effects of the economic 
slump. FSD’s customer—the Federal 
Government—is reordering its priori- 
ties, causing many programs to be re- 
vised and others to be cut back. In 
addition, because there are fewer new 
program starts, competition for each 
becomes even more intense.” 


Information Records Division: The 
data processing supplies marketplace 
in 1975 is the most competitive in 
years. Materials are in adequate supply, 
and demand has slackened consider- 
ably as a result of customer overstock- 
ing last year and the weakening econ- 
omy in 1975. 

“However,” says former Division 
President Sheldon I. Euler, “recent IRD 
order volume seems to indicate a level- 
ing out of the reduced demand curve. 
It is anticipated that volumes will re- 
turn to more normal levels as the eco- 
nomic picture improves later in 1975 
and 1976.” 


Science Research Associates, Inc.: 
Says sRA President Richard A, Giesen: 
“Declining school enrollments,’ which 
have resulted in reduced funds, have 
meant a minimal market growth in the 
education area. 

“But there is still a market for in- 
structional materials—particularly cur- 
rent, relevant materials. sRA is still 
shooting for another record year as a 
result of aggressive marketing, the 
favorable impact of our large invest- 
ment in product development, and the 
continuing growth and expansion of 
our international and college opera- 
tions.” 
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UPTURN ON THE WAY? THAT'S 
WHAT THE INDICATORS SAY 
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An important trend spotter published by the Government is an index of leading indi- 
cators—12 sets of statistics that tend to decline before a slump begins and rise in 
advance of a business upturn. The index includes such things as stock prices, building 
permits, factory layoffs, and sensitive commodity prices. After flattening out earlier 
in the year, the index has begun to turn up—an indication that the U.S. may be firmly 


on the road to recovery. 


(Continued from page 5) 


With the softening of the economy, 
1BM’s backlog in orders has shrunk, 
and ironically this works, in one re- 
spect, in the salesman’s favor. Out in 
Denver, for example, Senior DPD Mar- 
keting Rep Bob Miner, working on a 
team with Gordon Snyder and Ann 
Loidl, sold a Model 158 to Johns- 
Manville, and had it installed within 90 
days. A year ago the customer might 
have waited eight months for delivery. 

Miner, 47, spent 15 years in Office 
Products Division sales before moving 
over to DPD sales nine years ago. 

“In my quarter-century of selling,” 
he says, “‘the 1970-71 downturn is the 
only thing that compares with today’s 
marketing situation. But at that time 
we had a few additional problems to 
contend with along with the recession. 
Some customers were overloaded on 
capacity. We had just gone into sepa- 
rate pricing. Third-party leasing was in 
full swing. And there were new periph- 
eral suppliers everywhere you looked. 
Today we’re in better shape, and com- 
petition, of course, is part of the 
game. But all industries have been 
harder hit by the recession.” 

Selling, says Miner, is very different 


now from what it was only five years 
ago. “Now,” he says, “we must touch 
more bases—see more people—to 
make a sale. Now, the top customer 
executive has to O.K. an order. It used 
to be at a lower level. And now, above 
all, you have to be aware of the finan- 
cial impact of what you’re proposing. 
My sale was a fairly straightforward 
matter of arithmetic. What Gordon 
and Ann did at J-M was much more 
difficult. Gordon sold a major custom 
contract for a freight traffic applica- 
tion, and Ann sold a Model 125 and 
three 115s against severe competition.” 

In-depth financial analysis and de- 
tailed benchmarks (demonstrations) 
are what it took for Account Executive 
Frank Rigas and his sales team to sell a 
System/370 Model 145 to be installed 
at the headquarters of a major food 
processor. After using some 50 hours 
of computer time and producing a 400- 
page sales proposal, Rigas feels, “our 
team has never worked harder or 
longer or known the customer’s busi- 
ness needs more thoroughly.” 

Rigas makes a point that was echoed 
by most of the marketing reps: “Cus- 
tomers have a real need to increase pro- 


ductivity, and they welcome our rec- 
ommendations and proposals. They’re 
willing to spend money, but they have 
to be convinced that it’s the right thing 
to do. After all, the customer isn’t 
really spending money on a computer, 
he’s making a capital investment. He’s 
primarily interested in getting a re- 
turn on that investment through in- 
creased productivity.” 

Productivity. Financial justification. 
Proof. Richard Greene, a marketing 
rep in New York Manufacturing, used 
those rationales to sell the first System/ 
370, a Model 125, to a law firm. 

“It all comes right down to the bot- 
tom line—the profit line,’ reports 
Greene. “And that requires long hours 
of preparation and a fair amount of 
financial knowledge.” 

The Model 125 does the law firm’s 
financial work and also processes text 
material under the aTMs (Advanced 
Text Management System), another 
first. Productivity? Quite apparent. One 
credit agreement, for example, runs 
to 44 pages, and it used to take up to 
21 hours to produce a newly edited 
version. The System/370 and ATMs do 
it in just nine hours. And, to clinch the 
sale, Greene proved it by inviting some 
of the firm’s senior partners to DPD 
Headquarters to see the documentation 
services group process one of the firm’s 
typical legal documents. 

So, for Greene, 1975 has been a 
pretty good year. But even those— 
and there are more of them—who find 
1975 down from a year ago, show few 
signs of wanting to climb the wall. 

In Kansas City, sp Marketing Rep 
Tom Potter was one of the first in his 
division to qualify for the 1975 Hun- 
dred Percent Club. 

Potter, 31, who changed careers 
during the 1971 manpower rebalanc- 
ing, was in DPD sales until GsD assumed 
responsibility for its own marketing. 
“That was the best thing that ever 
happened,” he says, “for Gsp and for 
me as a salesman. The nature of our 
product line and applications forces 
us to develop a whole new range of 
customers, uses, and contacts instead 
of dealing only with the data process- 
ing executives of a company. I now 
call on laboratory directors, mainte- 
nance people, quality control managers, 
directors of manufacturing—right to 
the heart of the business. 

“And these are exactly the areas 
where our product line can achieve 
solid, productive results that can easily 
be seen and counted.” 

His major problem? “Competition. 
It’s good and getting better every day. 
Believe me, when I first started going 
out on the manufacturing floors, I was 








really surprised. There are computers 
out there that I never even heard of.” 

Competition is also heavy in Youngs- 
town, Ohio, according to Al Bartko, 
37, another Gsp salesman. 

Bartko and the Youngstown branch 
are doing well even though Youngs- 
town is a heavily automotive-oriented 
community where unemployment is 
running at over 12 percent. In fact, 
Bartko made his biggest sale, a large 
System/7 and 2790 data collection 
network and a System/32, to a division 
of an auto maker. The System/ 32 will 
track all tooling requirements, while 
the System/7 installation will operate 
on the shop floor and handle the track- 
ing of inventory. Both systems were 
bought for the long-range payoff. 

“This may sound odd,” says Bartko, 
“but I think there’s been one big ad- 
vantage during the recession period. 
People who were too busy to see you 
when things were good had the time 
and the interest to look at new things 
when business was slow. And once we 
got their attention, learned their plans 
and problems, we could apply our ex- 
perience to help them out.” 

Gary Bishop, an OPD systems mar- 
keting rep in Birmingham, Ala., agrees. 
“I feel the best defense is a good of- 
fense,” says Bishop. “I use the recession 
as a selling tool.” It earned Bishop 
opp’s Excellence in Marketing Award 
for the first quarter of 1975. 

The Birmingham economy—led by a 
large steel industry and a major medi- 
cal center—has slowed down, though 
not as much as comparable-sized cities. 
But Bishop is not involved with steel 
or medicine; his territory is the city 
of Birmingham’s legal profession, plus 


a few commercial customers. 

His best sale this year, for 40 
Correcting Selectric Typewriters, was 
on the basis of productivity. He did it 
by working closely with Ben Johnson, 
a DPD salesman, who had convinced a 
customer to install optical scanning 
equipment to provide input to their 
computer. The Selectric Typewriters 
will be used to produce source docu- 
ments for the scanner. 

Mary Eves, in her second year as 
an opp saleswoman in Wichita, would 
appreciate Bishop’s achievement. When 
asked how she was selling typewriters, 
she replied: “With difficulty—but I’m 
selling them. And things are beginning 
to look up.” She has been quite suc- 
cessful in achieving balanced sales per- 
formance, a key goal of each opp 
sales rep and of the division. It means 
that she has been able to reach her 
sales objective across the product line. 

Recession did deal Mary Eves a blow 
last year when it cost her what might 
have been her biggest-ever sale. The 
customer had about 200 typewriters 
and five Copiers installed, and was a 
good prospect for four MTSTs and two 
graphic systems. But when another lo- 
cal firm went out of business, the cus- 
tomer bought the equipment from it. 

But Mary Eves’ working habits 
haven’t changed. “As a rookie last year 
I felt I had to prove to myself that I 
could make it in opp sales. So I worked 
very hard. And I’m just continuing.” 

She gives much credit to the support 
she has received from product special- 
ists. Other salesmen make this point, 
too. Almost without exception, each of 
the 9 persons interviewed acknowl- 
edged the invaluable assistance of their 


local team—customer engineers, sys- 
tems engineers, marketing support reps 
—and the backing of people at district, 
regional, and divisional headquarters. 

In the Riverside, Calif., opp branch, 
John Egan, 34, a 1972 career-changer 
(from the Endicott lab), is an object 
lesson in how not to get discouraged. 
Last year got off to a bad start, he re- 
calls. “First one customer lost a major 
contract. Then another customer went 
to a competitor. Then I lost some units 
in title insurance companies, which are 
very sensitive to slowdowns in home 
buying.” 

But, near mid-year, IBM announced 
a reduction in Copier prices. Egan 
sold eight of them and was on the way 
to a successful 1974. 

This year, so far, he’s doing well. 
Egan gets out early in the morning and 
calls on lots of customers. He also 
carries demonstration machines in his 
car, and at the slightest encourage- 
ment will lug a Memory Typewriter 
into a customer’s office to show it off. 

Egan makes it a special point to 
know his customers’ businesses (he’s 
a legal/financial specialist) and to let 
them know right off that his primary 
purpose is to help them cut overhead. 

All of which seems to summarize the 
thread of commonality that runs 
through 1BM’s sales force. 

As F. G. (Buck) Rodgers, 1BM vice 
president, marketing, puts it: “Our 
sales people don’t get discouraged. 
These men and women are fiercely 
proud of 1BM’s products and dedicated 
to the proposition that, given the op- 
portunity, they can really help business 
and industry solve whatever problems 
confront them.” a 


In World Trade, the pressure 
for customer productivity has 
varied from country to coun- 
try. But it is there—and it is 
not being ignored. 

At the World Trade sys- 
tems centers in Amsterdam 
and Poughkeepsie, new pro- 
gramming technologies are 
being prepared for the coun- 
tries. “The aim,” says Mike 
Turin, director, wT systems 
centers, “is to increase a cus- 
tomer’s productivity by get- 
ting his applications going 
cleaner and faster.” 


A new systems support cen- 


ter at Hursley, England, will countries like Japan, Aus- 


help the salesman fine-tune 
his customer assistance, as 
well as offer a combined 
systems engineering/ customer 
engineering capability. 

In Montreal, a new com- 
munications systems market- 
ing center focuses on the 
selling and installing of com- 
munications products and re- 
lated systems in Americas/ Far 
East countries. The center 
adapts various DP Division 
programs for A/FE use and 
also relies heavily on the input 
of marketing people from 


tralia, Mexico, Brazil, and 
the Philippines. 

1BM Australia has already 
adapted one of the center’s 
programs. Called Productiv- 
ity/370 in Australia, its aim is 
to show customers the com- 
puter’s potential for solving 
such problems as shrinking 
profits, mushrooming costs, 
and inventory management. 
Packages include videotapes, 
slide presentations, and pro- 
cedures for developing on-line 
demonstrations tailored to 
customer requirements. 


6 4UIUL 











Edited by CLAIRE STEGMANN 








Down the 

















For five hundred years now, 
millions of golfers around the 
world have been trying to hit a 
ball ‘‘straight down the fairway.” 
With mixed success. More often 
than not, the ball will hook 

or slice—curve left or right. 
Scores go up, tempers fray: 
golf's reputation as the great 
humbler is reinforced. 

Golfers have been known to 
blame the clubs, the course, the 
caddies. Sometimes the wind, 
passing planes, gurgling brooks 
—and occasionally, 
themselves. 

Nobody has thought to put 
the blame where ii belongs— 
on the ball. 

Now, thanks to an IBM 
advisory chemist, Dan Nepela 
(who recently received his 
fourth-level invention award), 
and his physicist friend, Fred 
Holmstrom—non-golfers both— 
all that may change. 

Five years ago, Holmstrom, 
who teaches physics at San 
Jose State University, was 
serving as a consultant in the 
General Products Division lab in 
San Jose, where Nepela works. 
While doing some research one 
day, in the Journal of Applied 
Physics, Holmstrom stumbled 
upon an article on the aero- 
dynamics of golf balls. He 
mentioned it later, when he met 
his friend, Nepela, for lunch. 

“For some reason,” says 
Nepela, ‘‘the subject intrigued 
us, and it became our chief 
topic of lunchtime conversation. 
For months we kicked around 
ideas and theories until we 
decided we had an answer.” 

At this point, the two bought 
some conventional golf balls, 
household adhesive, rubber 
bands, and plastic wrap—total 
expense about $2.75—and 
began to build working models. 

What they produced is a ball 
that meets all the requirements 
of the U.S. Golf Association 
but, in its simplest form, confines 
the dimples (which cause 
turbulence) to a band around 
the ball’s middle, leaving the 
ends (poles) smooth. The aero- 



































dynamic effect of the combined 
dimpled band and the smooth 
pole causes the ball to become 
resistant to hooking and slicing. 

“I'd rather not explain it,” 
reports Tom Beaulieu, an IBM 
advisory engineer and physicist, 
and golfer, who gave the ball 
one of its test flights. ‘‘It just 
goes straight. Low and down the 
middle.” 

Patent No. 3,819,190, 
issued to Nepela and Holmstrom 
in June 1974, was greeted, 
surely, by unanimous raves. 

Not so. Science magazine 
admired it. But two major news- 
papers began trading editorial 
“chip shots’’ over whether 
the invention will help or harm 
the game, and the players. 

Said The Washington Post, 
tongue in cheek: ‘‘There’s 
little enough room nowon... 
courses, without tempting non- 
golfers to take up the sport.”’ 
Then, citing the late P. G. 
Wodehouse, who observed that 
“really bad golf is a thing which 
purges the soul,” the Post 
suggested that scientists spend 
their time on a ball that hooks 
more, not less, since soul- 
purged golfers are what the 
game needs. 

“The Post has gone mad,” 
countered The Los Angeles 
Times. “Golf should be easier 
... It provokes coronaries, 
broken marriages, and... 
destroys lifelong friendships.” 
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Remembering the 604 | 


Those who were there at the 
time—the late 1940s in the old 
Kenyon House in Poughkeepsie 
—-say it was engineered in the 
attic and assembled in the 
basement. Unlike machines 

that were to follow, it didn’t have 
a stored program. Instead, the 
IBM 604 carried 1,400 vacuum 
tubes, plugged in to add, 
subtract, multiply, and—a first 
for an IBM electronic machine— 
divide. 

By today’s standards, its 
arithmetic was rather sluggish, 
compared to a System/370. 

But the paper-swamped busi- 
ness community had never seen 
anything like it. While IBM’s 
office equipment competitors 
were still debating the merits 
of electronic computing, the IBM 
604 left them standing at the 
gate. 

Product planners had pre- 
dicted a market for 75 machines. 
The company sold more than 
5,000. What’s more, the 
machine’s popularity inspired 
vacuum tube manufacturers to 
better quality. Better tubes, in 
turn, made practical the larger 














computers that followed. 

Recently, at a special lun- 
cheon in Corporate Head- 
quarters, Armonk, IBM Board 
Chairman Frank Cary honored 
nine of the pioneers who made 
the 604 happen. Three are now 
retired: former Vice President 
John C. McPherson; former 
Vice President and IBM Fellow 
Ralph L. Palmer; and David 
Rubidge. Five more—John 
Chupay, Jr.; IBM Fellow Steven 
(Red) Dunwell; Edward J. Gar- 
vey; Byron E. Phelps; and 
Richard J. Whalen—are retiring 
this year. 

Only the ninth—IBM vice 
president, engineering, pro- 
gramming and technology, 
Jerrier Haddad—remains with 
the company. 

And the 604? At last count, 
there were 434 still in operation. 

















“Yale is happy,” University 
President Kingman Brewster, Jr., 
told Thomas J. Watson, Jr., on 
Yale’s 274th commencement 
day, May 19, left, ‘‘to confer 
upon you the degree of Doctor of 
Laws.” IBM’s Chairman of the 
Executive Committee was cited 
for applying the energy of private 
enterprise to the public prob- 
lems of unemployment and 
urban blight while leading “the 
most successful and innovative 
corporate enterprise in the 
world.” 

Three weeks later, at Harvard 
University’s 324th commence- 
ment exercises, June 12, Presi- 
dent Derek C. Bok conferred 
Harvard’s honorary degree 
of Doctor of Laws on Watson, 
citing him as the ‘“‘industrial 
leader of the computer revolu- 
tion, ever concerned for humane 
values in a technological age.” 


In the money 


Where does one go to get 
some ready cash in a hurry? 
Why, to the bank, of course, or 
your neighborhood savings and 
loan association. Not neces- 
sarily. At least not in Cleveland, 
Ohio, come this fall. Instead, 
if you're a customer of 
Pick-N-Pay Supermarkets, Inc., 
you go to the grocery store. 

Cleveland’s Broadview Sav- 
ings and Loan Company and the 
grocery chain have jointly an- 
nounced an advanced computer 
system, known as THE MONEY- 
SERVICE, which, by the end of 
September, is expected to be 
available in more than 50 
Pick-N-Pay stores in the 
Cleveland area. 

It’s the first permanent instal- 
lation partnership of its kind 


“savings account, all a Pick-N- 





involving IBM 3600 remote 
service units. 

To make a deposit or 
withdrawal from a Broadview 


Pay customer has to do is 
present an electronically en- 
coded plastic card to a grocery 
clerk at a service counter. The 
clerk keys the card into a TV- 
like terminal connected by 
telephone lines to an IBM Sys- 
tem/370 Model 145 computer at 
the savings and loan company. 

There’s no charge for the 
service, and interest is com- 
puted continuously. The cus- 
tomer receives a monthly 
statement. 
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Sign language 


Breaking 
the sound 
barrier 


The late mathematician Norbert 
Wiener once wrote that ‘'to live 
effectively is to live with 
adequate information.” 

Most of us get our information 
—with little thought as to 
how—through one or more of 
our abilities to see, to hear, to 
speak, and to feel—physically 
and through our imagination. 

Yet, for the seven million 
Americans who have significant 
hearing loss in both ears, two 
of these avenues are closed, 


Unable to hear sounds makes it 
harder to voice them as others 
do. Those with a hearing impair- 
ment are like travelers in 

a foreign land who don’t know 
the language. They are isolated 
—even rejected by many. 

This fall, Gallaudet College, 
in Washington, D.C., the world’s 
only accredited liberal arts 
college for deaf students, will 
attempt to redress the imbal- 
ance. It will open a permanent 
exhibit—the only one of its 
kind—to tell the story of what 
it’s like to live in a world without 
sound. Exhibits offering experi- 
ences in sight, sound, and touch 
have been designed to make the 
visitor more acutely aware of the 
physical, psychological, and 
social effects modern society 
has on those who lack hearing 
ability. They will also feature 
accomplishments of those who, 
undefeated, found other effec- 
tive ways to communicate. 

The center is sponsored by 
Gallaudet alumni, corporations, 
foundations, and concerned 
individuals. The design is under 
the supervision of Martin J. 
Gerra, a Federal Systems 
Division project manager on 
faculty loan to Gallaudet. 











It pays to 
know 
the territory 


Max E. Bunnell, senior customer 
engineer for the Office Products 
Division, had been on campus 
so long—ten years—that 
Georgetown University decided 
it had to take action. 

It did. Dan Altobello, the 
university's vice president for 
administrative services, gave 
Bunnell a party, and a plaque. 

After all, said the university, 
Bunnell deserves it. In his ten 
years of service to the customer 
account, the university’s number 
of IBM machines has grown 
from under two hundred to more 
than a thousand typewriters and 
input-processing equipment. 

Said the pleased but modest 
Bunnell, who intends to remain 
on campus: “‘I was only doing 
my job.” 








The chips 


are down— 
again 


IBM researchers at the Thomas 
J. Watson Research Center have 
taken another big step toward 
making memory chips smaller 
and faster. Their latest chips 
also generate less heat—which 
means they can be packed 
together more closely, ina 
smaller box. 

The new 8,192-bit experimen- 
tal Field Effect Transistor (FET) 
memory chip has a storage 
density of 5 million bits per 
square inch of memory area— 
10 times that of its predecessors. 

The density is achieved by 
using advanced device design 
to scale down the 
thousands of miniaturized 
electronic devices that go on 
one chip; and by applying 
advanced processing technol- 
ogies to both etch the wafer’s 
circuit patterns and tailor its 
electrical current flow. 

In the lithographic process 
that prints the circuit patterns 
on the silicon wafer, an electron 
beam is used instead of light, to 
expose circuit patterns. Electron 
wave lengths, much shorter than 
light wave lengths, can delineate 
a chip's circuit elements much 
more minutely and sharply. 

Broadly speaking, it’s some- 
thing like drawing a road map 
with a sharp pencil rather than a 
crayon. You can crowd more 
roads and cities onto the same- 
sized map with the pencil. 

The chip, developed in the 
applied research department, 
was described by Dr. H. N. Yu 
in a paper coauthored with Drs. 
R. H. Dennard, T. H. P. Chang, 
C.M. Osburn; and Messrs. 

V. DiLonardo and H. E. Luhn, 
at the recent Colorado Springs 
Symposium on Electron, lon, 
and Photon Beam Technology. 














From rugs to riches: The ancient 
Persian Empire goes modern. 
Computers help speed the change. 


by Andrew Borowiec 


Across the vast expanse of Iran, mod- 
ern technology is sweeping as force- 
fully as a desert sandstorm. Factories 
are rising, mirage-like, on the parched 
land. High-tension wires are being 
strung over the craggy mountains. And 
nomads are abandoning their centuries- 
old way of life to flock to the cities. 
This march toward progress is large- 
ly fueled by the country’s oil—one- 
tenth of the world’s estimated reserves. 
Last year, Iran’s national income rose 
from $17-billion to $26-billion and its 
Gross National Product shot up 40 
percent. The nation of 32 million peo- 
ple is embarking on perhaps the most 
ambitious development plan in modern 
history. This year alone, Iran will spend 
$30-billion on domestic programs. 
“There is no question that we could 
not do it without computers,” says 
Rahim Irvani, whose shoe manufac- 
turing business has grown from a hole- 
in-the-wall in a teeming Tehran bazaar 
into a network of 30 plants. His Indus- 
trial Development & Services Company 
has an IBM System/370 Model 125. 
Irvani’s words are echoed by others 
—managers of power plants and ce- 
ment factories, technocrats in modern 
office buildings with floors covered by 
Persian carpets. To them, an essential 
part of progress is the computer and 
its instant answers to the many ques- 
tions posed by such headlong progress. 
“We follow the development of the 
country,” says Gerard Lefort, IBM’s 
general manager for Africa and the 
Middle East. These words summarize 
IBM’s role as a partner in Iran’s boom, 
which some like to compare to the 1849 
California Gold Rush. 
“We could expand much faster, but 
we are faced with an acute dearth of 
skilled personnel,” says Lefort. “We 


Looming over its reflecting pool, 

the 148-foot-high Shahyad Monument 
is the first thing an air traveler sees 
when arriving in Tehran. The monument 
was built in 1971 as a memorial to the 
2,500th anniversary of the founding 
of the Persian Empire. 


want to offer all our customers the 
same high quality of service and sup- 
port which 1BM gives worldwide. That 
is why we can’t allow our growth to 
outpace our capabilities.” 

The 18M education effort in Iran is 
intensive. Hundreds of employees have 
taken courses in accounting, systems 
engineering, and management tech- 
niques. Customer students include ma- 
chine operators, programmers, and 
systems analysts. And university pro- 
fessors are learning about programming 
languages so that they can transmit 
that knowledge to others. 

Despite the shortage of trained data 
processing personnel—a shortage dra- 
matized by government and private 
companies advertising in Europe and 
the U.S. for such specialists—the appe- 
tite for computers increases. All told, 
more than 150 are installed or on order. 
And 18M business in Iran is expanding 
by as much as 30 percent annually. 
“For us,” says 1BM Iran Manager Joe 
Haley, “the problem is how to cope 
with industry’s insatiable desire for the 
most modern, sophisticated equip- 
ment.” 

Haley, who arrived in Tehran in 
January 1974 from his post as a senior 
marketing manager in Boston, cites an 
example: “Bankers want to install the 
most modern systems in six months to 
a year, but there simply aren’t enough 
skills available to meet such a dead- 
line.” 

The growth of 1BM’s business has 
paralleled that of Iran. The country’s 
dramatic push forward started in 1964. 
1BM then had approximately 50 em- 
ployees. By the end of 1974, it had ap- 
proximately 270. This year it expects 
to top 300. 

The man who has seen it happen 
from the beginning is Mohammad Zan- 
ganeh, 41, now personnel development 
manager in the company’s gleaming 
modern building on Villa Avenue in 
the heart of Tehran. It is virtually in 
the shadow of the towering Alborz 
Mountains, still covered with patches 
of snow late in spring. “Eighteen years 
ago,” Zanganeh recalls, “one of my 
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This new 18M typewriter was designed 
for Iran’s Farsi language, which is written 
from right to left and has 88 characters. 
The typewriter can also be adapted to 
right-to-left Arabic languages. 
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Houshang Parvaneh, IBM customer 
engineer, makes his way through the 
medina, one of Tehran’s busiest bazaars, 
en route to acustomer. Known as “the 
supermarkets of the Orient,” Iranian 
bazaars like this are often miles long and 
teem with the sights and sounds of 
shopping. 








friends who worked in the government — 


statistical center told me, ‘They have 


some machines making holes in cards. © 


This is supposed to help with statistics. 
They’re looking for someone to work 
on these machines.’ ” 


That’s how he joined 1BM. In those | 


days, the office consisted of one small 
three-room apartment and six employ- 
ees. The group later moved to a larger 
apartment and now occupies seven 
floors of the eight-story building on 
Villa Avenue. 

Zanganeh believes that Iran’s future 
depends largely on how well the coun- 
try can do its long-range planning. “I 
personally feel that during the next 
thirty years, Iran will become one of 
the world’s leading nations,” he says, 
“not only in monetary terms but also— 
and this is more important—in terms 
of resources, commerce, industry, and 
education.” 

IBM’s first customers were the gov- 
ernment statistical center and Bank 
Melli. Serious expansion began in 1962 
with the installation of computers at the 
Abadan refinery on the Persian Gulf. 
This giant refinery—the world’s second 
largest—now has a System/370 Model 
158. Gradually, 1BM set up systems in 
isfahan, home of the blue-domed 
Shah’s mosque and a center of the tex- 
tile industry, and in Shiraz, also inland 
but further south, and home of two of 
Persia’s most noted poets, Saadi and 
Hafiz. Other installations followed in 
other localities of the vast country. 

And the country is vast. Snail- 
shaped, lying between the Caspian Sea 
and the steamy Persian Gulf, its area is 
one-sixth that of the United States. Its 
central desert plain and highlands are 
surrounded by rugged mountains, some 
rising to 18,000 feet. 18m customer en- 
gineers reach their clients by plane, by 
crowded trains, or simply by driving 
Land Rovers in blazing summer heat or 
over snow-bound roads in wintertime. 

To IBM employees on foreign assign- 
ment—about 6 percent of the work 
force in Iran—working there has its 
challenges, fascinations, and rewards. 
The land is rich in history—home of 








the ancient Persians, an Aryan people 
who emigrated nearly four thousand 
years ago to what today is Iran. In- 
vaded countless times throughout the 
centuries, they have always maintained 
their fierce individuality. Proud dynas- 
ties succeeded one another on the fa- 
mous Peacock Throne. 

Today, Iran is a country of dramatic 
contrasts—of darkened bazaars smell- 
ing of Oriental scent and spices; of jets 
roaring overhead; of high-rise build- 
ings towering over ancient quarters; of 
reckless traffic choking the avenues of 
the capital; of cool evenings when wo- 
men clad in dark, flowing chadors 
gather at wells in villages where tele- 
vision antennas sprout from _ buff- 
colored clay houses. 

Five times daily, the Moslem call for 
prayer goes out over the loudspeakers 
on minarets; and often it is drowned 
out by the roar of bulldozers. The pace 
of development is such that construc- 
tion laborers often work on Friday, 
Islam’s day of rest. 

Even after the recent 15 percent cut 
in production due to reduced needs 
of Western countries, Iran pumps out 
4 million barrels of oil a day. Its oil 
exports—second only to Saudi Arabia’s 
—brought in $20-billion in revenue last 
year. At the Kharg Island terminal on 
the Persian Gulf, which is one of the 
world’s largest such sites, tankers load 
30,000 barrels of crude an hour. Fur- 
ther inland, gas burn-off flames over 
the Ahwaz field. 

But Iran is much more than a rugs- 
to-riches story. It is a country of glit- 
tering court receptions unparalleled 
anywhere, of a fantastic collection of 
royal jewels that backs 75 percent of 
the country’s currency, of modern re- 
sorts lining the coast of the Caspian— 
and the source of world-famous caviar 
from the sturgeon fisheries of Bandar-e 
Pahlavi. 

Islam is as strongly entrenched as 
ever. Despite modern technology and 
the changing life, religious traditions 
are very much alive. For example, an 
1BM contract for the Abyek Cement 
Plant begins with the sacred words, “In 


the name of Allah...” 

This cement plant, under the barren 
mountains some 60 miles northwest of 
Tehran, is one of the five biggest in the 
world, producing 3,500 tons of cement 
a day. Extraction of material is entirely 
under computer control. So is the sam- 
pling of raw material. It has taken two 
years to train technicians to operate 
the process control center. 

The Plan and Budget Organization, 
nerve center of government planning, 
is computerized by 1BM. All told, 1nM 
is active in virtually every phase of the 
country’s development: in_ statistics, 
oil refining, banking, manufacturing, 
household appliances, utilities, and edu- 
cation. Many Iranian universities use 
computers to register students and pro- 
gram their courses. 

Last year, IBM began marketing its 
first electric typewriters with the 88 
characters of Farsi, the language of 
Iran. Farsi is written from right to left 
and with characters of various widths. 
The Mag Card Executive Typewriter, 
which was designed and is manufac- 
tured by 1BM in Amsterdam, can be 
adapted to right-to-left Arabic lan- 
guages by changing the keyboard and 
type element. 

When Shahanshah Mohammad Reza 
Pahlavi, Iran’s dynamic 56-year-old 
ruler, launched his country’s “White 
Revolution” in 1963, an attack on illit- 
eracy was one major aim, along with 
land reform and other social changes. 
Today the movement is known as ‘“‘The 
Revolution of the Shah and the Peo- 
ple,” and the fight against illiteracy— 
still at 40 percent—goes on. High- 
school graduates carry the effort to 
rural areas, and primary education is 
compulsory throughout Iran. 

Fortunately, the prosperity sweep- 
ing the country has extended to those 
rural areas. Rahim Irvani, the shoe 
manufacturer, recalls 10 years ago, 
when the annual consumption was one 
shoe per Iranian. Today, it is two pairs. 
Irvani’s plants work a 24-hour day and 
manufacture 75,000 pairs daily. 


(Continued on page 16) 
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Calendar: Iranian year begins on March 
21 of the Gregorian Calendar and ends 
the following March 20. 

Climate: Dry and windy on the plateau; 
subtropical on the Caspian Sea; hot 
along the Persian Gulf. 

Currency: Basic unit is the rial. There 
are 67.50 rials to the U.S. dollar. Most 
daily transactions are done in tomans 
(equivalent to 10 rials). 

Geography: 636,293 square miles. To 
the south, the Persian Gulf and Gulf 
of Oman; to the east, Afghanistan and 
Pakistan; to the north, Russia and the 
Caspian Sea; to the west, Iraq and Tur- 
key. The great central plateau is en- 
closed by the Alborz Mountains to the 
north and the Zagros Range to the west 
and south. A central desert covers one- 
third of the country. 


Government: Constitutional monarchy. 
The Shah is Chief of State and Com- 
mander in Chief of the armed forces. 
He appoints the Prime Minister, who 
in turn appoints the Cabinet with the 
approval of Parliament (the Senate and 
National Assembly). 

History: The 2,500th anniversary of 
the founding of the Persian Empire by 
Cyrus the Great was celebrated in 
1971. Cyrus brought together into a na- 
tion the various Aryan people, Medes, 
Persians, and others. The present na- 
tional state was founded in 1501 by 
Shah Ismail. In 1935, the country’s 
name was Officially changed from Per- 
sia to Iran, which is a modern form of 
the ancient name Aryana, meaning 
“land of the Aryans.” 


National dish: Chelo-Kebab (mari- 
nated charcoal-grilled lamb served with 
butter and rice). 

National sport: Wrestling. 

Natural resources: In addition to oil, 
there are copper, lead, zinc, iron, man- 
ganese, coal, limestone, gypsum, and 
salt. Iran expects to be a major world 
copper producer and exporter by 1977. 


Religion: Islam (the Shi’ite Sect). There 
are minorities of Zoroastrians, Chris- 
tians, and Jews. Islam is a monotheistic 
world religion founded by the prophet 
Muhammad in the 7th Century. Al- 
though there have been many sects, all 
followers of Islam are bound by a com- 
mon faith and a sense of belonging to a 
single community. 
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(Continued from page 15) 


Iran’s boom has created the inevita- 
ble inflation (currently at 20 percent) 
and has doubled the cost of labor in 
the past three years. 

The boom has also given rise to a 
new middle class and to the growing 
employment of women. One of every 
four IBM employees in Iran is a woman. 
One of them is Miss Rubina Johannes, 
a 25-year-old graduate of Mills Col- 
lege in Oakland, Calif. “We don’t need 
Women’s Lib here,” she says. “Quali- 
fied personnel are so rare that any ca- 
pable woman can find employment.” 
Miss Johannes, who speaks five lan- 
guages, joined 1nM three years ago and 
is now manager of benefits and com- 
pensation. 

Sasha Azimi, manager of personnel 
and communications, feels that the 
dearth of skilled personnel in Iran is 
coupled with what he describes as “the 
exaggerated expectations of many 
young Iranians. 

“Trained people change jobs at the 
drop of a hat,” he says. “Some com- 
panies on short contract don’t care how 
much they pay. They just want to make 
a quick killing. This disrupts the work 
of established firms with long-term 
aims of participation in Iran’s devel- 
opment.” 

Azimi feels that, while men at the 
top of the economic structure of Iran 
are vigorous and capable, the admin- 
istrative machinery lags behind. “The 
country is moving forward,” he says, 
“and the implementation machinery 
must catch up.” 

Centuries ago the Persian poet- 
philosopher Omar Khayyam exclaimed 
in his famous Rubdiydt: 


I went last night into the workshop 
of a potter, 

I saw two thousand pots, some 
speaking, and some silent; 
Suddenly one of the pots cried out 
aggressively :— 

“Where are the pot-maker, and 
the pot-buyer, and.the pot seller?” 


In 1975—or 1353 on the Moslem 
calendar—there are plenty of hard- 
working potters, buyers, and sellers in 
Iran. The red tape and talent shortage 
are basically teething pains. The reality 
is the country’s dramatic, irrevocable 
rush toward a prosperous future. g 


Andrew Borowiec is a freelance journalist 
who has covered Europe and the Middle 
East for many years. He is a former re- 
porter for The Washington Star-News. 
Currently, he is living in Tehran. 








Trade negotiations 


NEW ROUND 
IN GENEVA 
















































In the lakeside city of Geneva, long a 
meeting ground for international con- 
ferences, representatives of 80 nations 
are already into negotiations that will 
set the course for world trade through 
the remainder of this decade and into 
the 1980s. 

What they decide will have much to 
do with how their countries develop 








economically. And, in many instances, 
their bargaining will materially affect 
the outlook for international companies 
like IBM. 

The Geneva round is the third since 
World War II. Preparations for it were 
made in 1967 when negotiations on the 
famed Kennedy round ended. Yet it 
almost didn’t happen because of a long 
and contentious debate over U.S. for- 
eign trade and investment policy and 
the Trade Reform Act of 1974. 

Key feature of the Trade Reform 
Act is the authority it gives the Presi- 
dent of the United States to negotiate 
in this new round of trade agreements. 
Yet a ground swell of protectionist sen- 
timent, induced in large part by grow- 
ing unemployment and the intrusion of 
other foreign policy concerns, delayed 
passage for almost two years, and it 
was only in the closing session of the 
93rd Congress—a scant two hours be- 
fore adjournment—that the bill was en- 
acted last December 21. 

Had the act failed to pass, the Presi- 
dent would have been hamstrung and 
the Geneva round would have had to 
be postponed. Ordinarily, a year or two 
of postponement might not have mat- 
tered. But these are not ordinary times 
in view of the economic strains that 
have come with higher oil prices and 
worldwide recession. For the Western 
world to admit at this time that it coul 
not agree to cooperate on trade might 
well have led to a retreat from policies 
that have encouraged freer trade in 
the 30 years since the war. 

Not that the new act is a clear signal 
to the world that protectionism has 
been scuttled in the United States. The 
lopsided vote in favor of the bill came 
only after many compromises. And 
precisely because of these compro- 
mises, the Trade Act is not easily la- 
beled. It leans in both liberal and pro- 
tectionist directions. 

On the one hand, it gives the Presi- 
dent authority to reduce or eliminate 
barriers on a wide variety of goods. On 
the other, it limits the negotiating pow- 
ers of the President through a number 
of devices, including the authority it 





With World Trade accounting for 
almost half IBM’s business, and 


trade negotiations again in the news 


—how much do you know about: 


e The U.S. Trade Reform Act of 1974. 


What does it mean for America’s 
trade policy? 


e Non-tariff barriers. What are they 
and how are they used to impede 
trade? 


e Foreign tax credits. How do they 
work and why are they critical to 
U.S. investment overseas? 


e Protectionism. How much of a force 
is it in the U.S.? What do its 
supporters want? 
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gives the Congress to veto specific ac- 
tions he might take. 

This Congressional restriction on 
Presidential powers is likely to create 
some nervousness among free-traders 
in Geneva. But the new law also con- 
tains a much fought-over provision for 
“fast track” approval by the Congress. 
On negotiations involving the trouble- 
some question of non-tariff trade bar- 
riers, the President is required to notify 
the Congress 90 days before entering 
into an agreement. Then, if Congress 
chooses to exercise its veto power, it 
must do so within that same 90-day 
period. 

With world tariffs already lowered by 
the two previous rounds of negotiation, 
non-tariff barriers present the clearest 
present danger to the flow of trade; 
and they can seriously impede the op- 
erations of a company like 1BM. 

These non-tariff barriers—or NTB’s 
as they are called—are hidden in laws 


and regulations that effectively discrim- 
inate against foreign goods, or excep- 
tionally favor domestic industry and 
agriculture. They include quotas on 
imports, restrictive customs regula- 
tions, licensing practices, domestic 
preferences in government procure- 
ment, and subsidies of various kinds. 
Because these regulations are elusive 
and difficult to quantify, getting rid of 
them, as President Franklin D. Roose- 
velt once said, “is like dynamiting fog.” 
Two non-tariff barriers in particular 
—preferential procurement and gov- 
ernment subsidies—create serious bar- 
riers to competition in the data process- 
ing industry. Some examples: 
e In the United Kingdom, the Depart- 
ment of Industry screens all bids to cen- 
tral and local government bodies as well 
as to nationalized industry. The agency 
takes an especially hard look at any 
data processing contract not awarded 
to IcL, the British computer combine. 





Latin American trade. Still some problems 


For most of the 24 Latin American 
and Caribbean nations south of the 
border, the Trade Reform Act holds 
out a promise of substantial increases 
in trade with the U.S.—but there is still 
one troublesome crimp to be ironed 
out. 

The act extends preferential tariff 
treatment—notably in foodstuffs and 
raw materials—and opens the way to 
negotiations on quotas for products 
of Latin American and other develop- 
ing countries. But because it does not 
extend that tariff relief to the Organiza- 
tion of Petroleum Exporting Countries 
(OPEC), the new act denies trade pref- 
erences to two Latin American mem- 
bers of opEC, Ecuador and Venezuela. 

However, two bills now pending in 
Congress would allow the President 
to extend that preferential tariff treat- 
ment to Latin American members of 


OPEC and other commodity cartels, pro- 
vided they did not engage in an em- 
bargo on shipments to the U.S. 

This provision opens the door to 
Ecuador and Venezuela, but it could 
still deny tariff relief to those nations 
which enter into commodity cartel ar- 
rangements for the purpose of stabiliz- 
ing world market prices for their raw 
material exports. 

Accordingly, a move is under way to 
grant the President still more authority 
in negotiating trade agreements with 
those nations. 

Approximately 20 percent—or $2.5- 
billion of Latin American exports to 
the U.S.—will be eligible for tariff re- 
duction under the Trade Reform Act. 
With that, and the additional proposals 
now pending, many businessmen fore- 
see a substantial upswing in Latin 
American demand for imports. 











e In Germany, government support of 
data processing includes subsidizing 
domestic manufacturers and giving 
them preference in procurement. 

e In Canada, the estimated Canadian 
content of a product must be declared 
on request on all sales to either the 
central or provincial governments. 


But to win concessions on non-tariff — 


barriers—and there are many that 
block U.S. agricultural as well as manu- 
factured products—the U.S. must be 
prepared to make concessions of its 
own. And here, negotiations can bog 
down, in part, because of the need for 
Congressional approval from legisla- 
tors sensitive to constituent pressures 
for protection. 

Consequently, some observers say 
the U.S. debate over trade policy, 
rather than ending with passage of the 
Trade Reform Act, is just now begin- 
ning in the wake of its passage. How 
liberal or protectionist it really is will 
be determined by how the new act’s 
provisions are implemented. 

X* * * 

But while the Trade Act may be less 
than its backers would have wished, it 
did sidetrack several measures that for 
a time made it look as though the 
United States might be turning back 
toward economic isolationism. 

Those measures took shape while 
U.S. protectionism was running strong. 
Competition from textile and automo- 
tive imports caused many to feel that 
U.S. jobs were being lost to producers 
abroad and that industries were being 
subjected to unfair competition. The 
Hartke-Burke Bill, first introduced in 
1971, for example, would have imposed 
mandatory quotas on imports, stiff con- 
trols over the flow of capital from the 
U.S., and heavy taxes on the overseas 
earnings of U.S. international corpora- 
tions. 

While the Hartke-Burke Bill failed 
in both the 92nd and 93rd Congresses, 
many of its provisos still command a 
following among protectionists in the 
U.S. and on the Hill. 

Among other things, the bill would 
have eliminated two principal features 





of U.S. policy on the taxation of for- 
eign source income—the foreign tax 
credit, and a practice called “deferral.” 
Elimination of one or the other, or 
both, would have severely penalized 
U.S. international companies in their 
overseas business. 

The foreign tax credit is widely mis- 
understood and sometimes misrepre- 
sented. What it does is to credit taxes 
paid to overseas governments against 
what corporations would otherwise pay 
the U.S. on the same foreign income. 
Where the foreign tax rate is lower, the 
difference is paid the U.S. 

Consequently—and contrary to what 
some critics say—the foreign tax credit 
gives the U.S. international company 
no advantage whatsoever on its over- 
seas earnings. And it, in no way, re- 
duces the company’s tax liability on 
domestic income. But the Hartke- 
Burke Bill would have replaced that 
credit with a deduction. That is, it 


would tax the overseas earnings of in- 
ternational corporations (after their 
payment of foreign taxes) in the 
United States. This would result in a 
combined effective tax rate far in ex- 
cess of that which would be paid by 
corporations on domestic earnings. 

The second principle—technically 
referred to as deferral—simply means 
that U.S. companies, having paid the 
appropriate foreign income tax, are not 
liable for any additional U.S. tax until 
earnings are actually repatriated to the 
U.S. Many U.S. companies return 
about 50 percent of their foreign-source 
income annually. The remaining funds, 
those not repatriated, are used to meet 
the capital and other needs of foreign 
operations. 

Repeal of deferral would bring little, 
if any, additional tax revenue to the 
U.S. It would not reduce the foreign 
income tax liability. It would seem to 
be taxation for the sake of taxation, 





with little benefit to the U.S. 

Yet in mid-March of this year, when 
the Senate passed the new tax cut bill, 
it also approved an amendment to elim- 
inate deferral. The amendment was 
killed by a House-Senate committee 
considering the tax bill. But it served 
to demonstrate that the point of view 
that had given rise to the Hartke-Burke 
Bill still has adherents in the Congress. 

From the standpoint of an interna- 
tional company, what does it all add up 
to? 

In the light of what might have hap- 
pened had the Hartke-Burke Bill pre- 
vailed, the Trade Reform Act of 1974 
is clearly a step in the right direction. 
But as to whether the U.S. and its trad- 
ing partners abroad will move boldly 
ahead toward freer trade in this third 
round of negotiations, only the events 
in Geneva and the votes in Congress 
will tell. a 


The XYZ Corporation has a 
wholly owned subsidiary in a 
major European country. 
That European subsidiary last 
year earned $100,000 before 
taxes. On those earnings, the 
subsidiary pays that European 
country $45,000 in income 
taxes, leaving it with an after- 
tax profit of $55,000. The sub- 
sidiary distributes that after- 
tax profit as a dividend to the 
XYZ Corporation. 

But because the U.S. corpo- 
rate income tax rate is 48 per- 
cent—compared to the 45 
percent rate in that European 
country, the XYZ Corpora- 


tion must then pay to the U.S. ernment. But it would also 


Government an additional 3 
percent on those $100,000 in 
earnings—or another $3,000. 
Thus, the XYZ Corporation is 
left with after-tax profits of 
$52,000 on its European oper- 
ations—precisely as much as 
it would net on similar earn- 
ings in the United States. 

But what would happen if 
the tax credit were to be with- 
drawn and replaced with the 
deduction system proposed in 
the Hartke-Burke Bill? 

The XYZ _ Corporation 
would pay the same $45,000 
in taxes to the European gov- 


have to pay the U.S. Gov- 
ernment 48 percent on those 
European after-tax profits of 
$55,000. This would amount 
to an additional tax payment 
of $26,400, raising the total to 
$71.400, and leaving the XYZ 
Corporation with a net profit, 
after taxes, of only $28,600 
on its European earnings of 
$100,000, This works out to 
an overall tax rate of 71 per- 
cent on those European opera- 
tions—half again as much as 
the XYZ Corporation would 
have paid had it earned that 
income in the United States. 
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The Teatro Amazonas in Manaus no 
longer resounds to the voices of inter- 
national opera stars. The diamond- 
roofed opera house was built in this 
jungle city at the height of Brazil’s 
turn-of-the-century rubber boom. But 
by 1923, the Far East was looked to 
for 93 percent of the world’s rubber. 
And in Manaus, the music died. 
Today the economy of this city 
of 350,000 is more solidly based— 
even though it is largely built on water. 
Only 120 feet above sea level, Manaus 
is one of the world’s busiest up-river 
ports. It is the commercial center of 
the Amazon Valley, the capital of the 
State of Amazonas, and at stage center 
of Brazil’s interior development. 
The 2,000-mile-long Transamazon- 
ica Highway now being cut through the 


jungles south of the Amazon River is 
the spearhead of that development. It 
will bring industry and farming to a 
700,000-square-mile area that holds 
much of Brazil’s iron ore deposits, most 
of its bauxite, and all of its tin and 


manganese. 

IBM Brazil opened its office in Ma- 
naus in 1973. It is managed by Ozanan 
Bezerra Oliveira, a 33-year-old chemi- 
cal engineer, who reports to the IBM 
office in Belém (Portuguese for Beth- 
lehem) 800 miles to the east. Custom- 
ers range from nine System/ 3 installa- 
tions to a System/370 Model 135 at the 
State Data Processing Service. 

The Manaus branch office has its 
problems. They include the sketchy 
communications and _ transportation 
network of the area, as well as its en- 
veloping heat and humidity (the aver- 
age yearly temperature is 80 degrees). 
“But,” says Oliveira, “our compensa- 
tion is the excitement of being at a 
frontier.” a 
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Above: Manaus teems with waterfront 
activity. Not only stores and trading posts 
line the shore; there are also many 
homes, built of planks or thatch and set 
on stilts—and each with its own 

wharf and family canoe. 


Left: Tied up on business. 1BM Salesman 
Alcides Queiroz gets some docking help 
as he arrives by water for a customer call 
at Madeiras Compensadas da Amazonia, 
alumber company. 








Right: Frontier spirit is strongly felt 

by Ozanan Bezerra Oliveira, 1BM manager 
in Manaus. His days are divided be- 
tween air-conditioned offices and the 
stifling streets. Oliveira is from the State 
of Ceara in northeastern Brazil. 


The mosaic sidewalks.of Manaus are the 
path to work for Francis Rodrigues, left, 
and Orlando Parente Camara. Behind 
them is the Teatro Amazonas, built during 
the rubber boom and now a landmark. 
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“The men in America’s board rooms are scared,” says 
Walter E. Hoadley, executive vice president and chief 
economist at the Bank of America, the country’s largest. 
“They're concerned about regulation, interference, 
harassment, penalties on foreign earnings, and so on 
... The attacks on business... create major pressures 
against doing the things that ought to be done...” 


Scared may or may not be the word for it, but 
businessmen are perplexed by an ambivalence 
they see in the American people. Few show signs 
of wanting to trade in the business system for 
something else. Yet, quixotically, they seem 
determined to make it harder for the system to 
work. It’s almost as though the American people 
believed they could get more out of the system 
by throwing sand in its gears. 


No wonder, then, that Time magazine headlined 
a cover story on Adam Smith (celebrating the 
bicentennial of the publication of his The Wealth 
of Nations) with the question, “‘Can Capitalism 
Survive?” Or that the Saturday Review in that same 
week put the same question in countdown terms: 
“Can Capitalism Survive the Next 30 Years?” 


Part of the problem would seem to be that so 
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few people understand how the business system 
really works and what it takes to make it work. 

Nor is this lack of understanding limited to people 
outside business. On the contrary, it would seem to 
be almost as prevalent inside. 


For this reason, Think is undertaking this series 
of articles on the American business system. It 
will consist primarily of conversations with notable 
American economists and business experts who 
will explain what is happening to the economy, and 
why—with special emphasis on the role of 
business. 


We shall be talking to them about: 
e Inflation and unemployment. Can we rid 
ourselves of both? 
e The competitive system. How profit affects the 
American consumer. 
e Government’s role. How it can stimulate the 
economy—or depress it. 
e The importance of resources—the abundance of 
scarcity throughout the world. 
e The changing world economy, and the place of 
the international corporation. 


We lead off with an overview by Max Ways, a 
member of Fortune’s board of editors and a dis- 
tinguished essayist on business subjects. 





SCORE YOURSELF ON WHAT YOU KINOW 


1. A function of competition in a private enterprise 
economy is to 
A. eliminate wasteful advertising 
B. prevent large firms from driving small firms out 
of business 
C. force prices to the lowest level consistent with 
a reasonable profit 


2. In the last half-century, the share of the total U.S. 
market controlled by the hundred biggest firms has 
A. changed by only a small amount 
B. risen substantially 
C. increased to more than 90 percent 
D. fallen steadily 


3. How much have the profit margins of U.S. 
corporations risen since 1965? 
A. increased by 70 percent 
B. increased by 23 percent 
C. increased by less than 5 percent 
D. haven’t increased, but declined 


4. When a corporation needs capital to expand, it may 
get it 
A. out of retained earnings 
B. by the sale of stock 
C. by the issuance of bonds 
D. by borrowing from the banks 
E. by all the above 


5. The familiar term ‘Gross National Product’ is best 
described as a measure of 

A. the total of all spending by the national 
government 

B. the gross profits of all corporations 

C. the total of goods and services produced by the 
nation 

D. the total of goods and services produced by the 
nation, minus the social costs of doing business 


6. The maximum output of goods and services at 
any time is mainly determined by 
A. demand for goods and services 
B. the amount and quality of labor, capital, and 
natural resources 
C. government regulations and spending 
D. the amount of money in circulation 


7. When there is full employment and the government 
increases its spending without raising taxes, 
generally 

A. a serious depression will occur 

B. an increase in unemployment will occur 
C. the national debt will decrease 

D. Inflation will occur 


8. The foreign tax credit, which some members of 
Congress would eliminate, provides for the following 

A. allows U.S. corporations to put off paying taxes 
on profits earned abroad until such profits are 
brought back to the U.S. 

B. exempts IBM employees working abroad from 
paying foreign taxes 

C. credits taxes paid to overseas governments by 
U.S. corporations against what would otherwise 
be paid to the U.S. Government on the same 
foreign income 

D. does none of the above 


9. A nation has a deficit in its international balance of 
payments when 

A. it buys more goods and services abroad than it 
sells 

B. it makes more payments, excluding gold, to 
other countries than it receives from them 

C. it has an unfavorable balance of trade 

D. it owes more gold to other nations than it has 


10. All of the following statements about tariffs are 

likely to be true except which one? 

A. tariffs preserve employment in domestic 
industries whose products they protect 

B. tariffs intended to reduce imports can also 
result in reducing exports 

C. tariffs encourage the growth of our most 
efficient industries and eliminate the least 
efficient 

D. tariffs benefit some groups at the expense of 
the national standard of living 


For answers, see page 28. 
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Why so few businessmen 
really understand business 


In the business world these days one hears frequent and 
bitter complaints that the public does not understand the 
business system. These complaints are thoroughly justified. 
For example, survey after survey has shown that Americans 
wildly overestimate the average level of corporate profits, 
and this mistake becomes a factor in the public’s tendency 
to blame business for raising prices and for failing to rem- 
edy, free of charge, environmental pollution, In politics, 
hardly an issue arises, whether it be tax reform or foreign 
economic policy, where widespread misunderstanding of 
how the business system operates does not surface in the 
course of public debate. 

Blame for the public’s ignorance is attributed to educa- 
tors, journalists, politicians, labor leaders, consumer advo- 
cates, and radical exponents of rival systems. No doubt each 
of these groups must bear some share of responsibility for 
the inadequate and distorted picture of business that so 
many people have in their minds. Moreover, there is always 
enough scandalous conduct by particular companies or 
particular businessmen that will seem to support unfavor- 
able and oversimplified interpretations of how business 
works, 

Beneath these specific external and internal sources of 
business ill-repute lies a more fundamental difficulty, one 
that cannot be blamed on any group. The neglected truth 
is that today’s business system and the society in which it 
operates are intrinsically difficult to comprehend—and be- 
coming more difficult with every decade. Even if all the 
groups that explain business to the public had the most 
friendly of intentions, an adequate picture of the system 
would not necessarily enter the public mind. 


For generations we have been underestimating the task 
of perceiving and communicating the reality of the business 
system. Since most Americans work within it, since many 
own, directly or indirectly, a part of it, since all relate to it 
as consumers, we as a society have assumed that everybody 
must know how this familiar part of our daily lives operates. 

A high proportion of business managers themselves have 
only meager knowledge of those wide areas of the system 
not directly involved in their own work. This statement may 
offend some managers whose image of their careers is drawn 
from an earlier and simpler day when the term “‘business- 
man” enveloped people with similar sets of skills, work 
patterns, and personal goals. A businessman in that age 
could understand business in general by understanding his 


own activities. Such direct mental access to the system by its 
managers has been closing. 

Reflections on the careers of individuals who now make 
up the management and professional echelons of large cor- 
porations will bring home the point. Managers may have 
worked in many companies—but if they have always been 
engineers or research biologists, their fields of view have 
been limited. Or they may have worked in many depart- 
ments of one company. Still, in any given job their attention 
was focused on the specific problems at hand, and these were 
not likely to be “typical” of business problems as a whole. 
Seldom would they have encountered in their in-boxes any 
large aspect of the system. The accountants, scientists, tech- 
nologists, market analysts, lawyers, and hundreds of other 
occupational categories that make up today’s management 
are not much like one another and cannot understand one 
another’s work simply by understanding their own. In re- 
cent decades we have carried the ancient principle of the 
division of labor to such lengths that no one person could 
possibly have an intimate knowledge of all the operations 
in one medium-sized company. 

This ever-increasing complexity poses one of history’s 
most formidable challenges to social self-knowledge and 
communication. But complexity is not a wrong road along 
which we should now penitentially retrace our steps toward 
the simpler life. Specialization and technology require a 
complex organization to achieve harmony and cohesion. 
Such organization has been and will remain the key to our 
progress. 

This mode of arranging work has proved too valuable to 
abandon. The complex organization does more than serve 
economic efficiency. Its emphasis on specialization supports 
the social good of diversity. Its very high educational re- 
quirements encourage the psychological good of personal 
development. Its need for cohesion helps to induce the 
moral good of voluntary cooperation. Maybe a better un- 
derstanding of such a system is worth more effort than most 
business managers have put forth. 


Complexity is not the only characteristic that makes the 
business system hard to grasp. It is also dynamic, generating 
change both within itself and in its relations with the rest 
of society. Still-pictures of what business was 40 or even 20 
years ago are not very useful in telling us what it is now or 
what it will be tomorrow. Yet the conventional stereotypes 
of business used by most professional explainers (e.g., aca- 
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demics, journalists, novelists, script-writers) are decades out 
of date. Anyone who wishes to understand the business 
system should direct his special attention to the main lines 
of business evolution during the Twentieth Century. 

Two characteristics already mentioned, complexity and 
dynamism, are the springs from which most change in the 
business scene has been flowing. Think of what the business 
scene was like as recently as 75 years ago. Most goods 
in consumer markets represented the bare necessities of life, 
because that was all that most customers could afford, even 
in relatively prosperous countries like the U.S. Often, buy- 
ers had little choice between merchants or between brands. 
Because they had to buy—immediately—what was offered 
in a narrow local market, the protection of competition 
could be more theoretical than actual. Sellers generally were 
under no great pressure to solicit customers. They could 
wait for buyers to come to them. 

Internally, a business organization was simple, resem- 
bling a pre-feudal monarchy in its structure of authority. 
At the bottom were hundreds of “hands” whose function 
was well described by that name. “Tending” machines, the 
“hands” worked, one very like another, to strict and endur- 
ing routines. In this kind of organization there was very 
little “middle”: some foremen, timekeepers, bookkeepers; 
a few machinists; a few salesmen and secretaries. The top 
was indeed lonely. The boss needed to understand the 
whole operation. (That was no titanic intellectual feat.) 
The boss had the only mind, the only will, that mattered. 
Relative to today’s situation, the boss probably felt secure 
about product lines and markets. 

Yet the dynamism of the system was already at work, and 
its ferment was to multiply with every decade. One conse- 
quence was an immense distribution of previously concen- 





trated economic power. Inside the organization, the bottom 
layer shrank. Ever more sophisticated machines took over 
routine tasks from the hands; machines also took over func- 
tions previously performed by foremen and clerks. The 
higher functions of middle management expanded hugely, 
with new specialized functions. The top became more 
densely populated—to deal with the increasing difficulty 
of maintaining cohesion and setting direction. In the new 
kinds of corporations, hundreds, sometimes thousands of 
minds and wills mattered. A large share of authority inev- 
itably gravitated to the nodes of specialized knowledge 
relevant to each problem. Often, these seats of power would 
be a long way down from the top. 


In the corporation’s relations with the rest of the econ- 
omy, a still broader redistribution of power has occurred 
in the past 75 years. Consumers, lifted far above the sub- 
sistence level by rising productivity, now had—and exer- 
cised—a powerful clout of choice. Innovations in technol- 
ogy, merchandising, and finance had enlivened the whole 
national market to the point where all product lines and all 
markets were vulnerable to competition. Moreover, most in- 
novation was no longer haphazard, but institutionalized in 
research and development units and in strenuous corporate 
planning efforts to foresee and, if possible, to lead the shift- 
ing markets. 

No single aspect of the effect of this business evolution is 
as yet fully appreciated in the consciousness of the U.S. 
public. The side that is least slighted (and needs least em- 
phasis here) is the purely material gain for the population 
generally. It is no small achievement that technology and 
its attendant organization have in this century reduced the 
U.S. poverty percentage from around 50 percent to around 

(Continued on page 28) 





“The rise in unemployment, however, which was somewhat offset by an ex- 
panding job market, was countered by an upturn in part-time dropouts, 
which, in turn, was diminished by seasonal factors, the anticipated summer 
slump, and, over-all, a small but perceptible rise in actual employment.” 
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GROSS INCOME 


The Greeks had a word for it. 
And not only the Greeks, but 
the Romans, the French, and 
the English. The origins of 
even the simplest business 
terms reveal the universality of 
humankind’s_ proclivities to- 
ward trade and profit. The 
definitions below are adapted 
from Word Origins and Their 
Romantic Stories, by Wilfred 
Funk, son of one of the found- 
ers of Funk & Wagnalls, Inc. 

Bill. It won’t help when the 
first of the month rolls around, 
but, paradoxically, the name 


| 
| 


$12,675-million for this little sheet, weighing 
From sales, rentals, and services. Approximately 53 percent came so heavily on our financial — 
from U.S. operations; the remaining 47 percent from World Trade conscience, really means : 
SALES RENTALS AND SERVICES 
$4,282-million $8,393-million 
From outright sales From rentals and services 
of equipment and supplies provided to customers 


o A PIPELINE VIEW OF A 


IBM’s consolidatec 








COSTS OF DOING BUSINESS 









o 


COST COST OF RENTALS 





SELLING, DEVELOPMENT AND 
OF SALES AND SERVICES ENGINEERING, AND GENERAL AND 
$1,427-million $3,327-million ADMINISTRATIVE EXPENSES 


Manufacturing costs of Costs associated with equipment on rent 


producing the equipment 
and supplies sold out- 
right during the year. 


with customers — including such items 
as depreciation of equipment, personal 
property taxes, and maintenance of the 
equipment. Also, costs associated with 
services provided to customers. 


$4,759-million 

Costs of marketing the company’s prod- 
ucts, costs incurred for the engineering 
activity related to research and the de- 
velopment of new products, and improve- 
ment of existing products. Also, costs 
associated with the administration and 
general management of the business. 





“bubble,” or “knob.” That’s 
what the term, bu//a, meant to 
the Ancient Romans. The 
Medieval Church applied it to 


there it was just a step to the 
British bille, the name our 
ancestors, 700 years ago, ap- 
plied to the same monthly re- 
minder that plagues us today. 
Budget. Known to the Latins 
as bulga, or “a leather bag,’ 
this term as used by French 
merchants of the Middle Ages 
became bougette, the ‘little 
bag” in which they carried 
their cash. The English 
changed the word to bulge. 
When a storekeeper made up 
his budget he, like a modern 


Capital. Both capital and cat- 
tle are derived from a popular 
Latin root, caput, meaning 
“head.” Not surprisingly, for 
in olden times (as today, still, 
in some African countries) a 
man reckoned his wealth in 
terms of the number of cattle 
he owned. We still speak of a 
herd of a thousand “‘head.”’ It 
was not until the 16th Century 
that the English translated 
their ‘goods and cattals’” into 
the more modern “goods and 
chattels.” 


moneybox in which the busi- 
ness or family assets were 
kept. Casse, later cash, be- 
came the money itself, and 
cashier the one who keeps it. 


Economist. Some of today’s 
harassed profession might 
envy this derivation. It’s from 
the Greek, o/konomia, which 
literally means “house man- 
agement.” Thus, anyone prac- 
ticing oikonomia is, simply 
put, a good housekeeper—a 
thrifty and careful administra- 
tor, expert in the handling of 


- the round seal used on of- housekeeper, opened his bag Cash. A simple transition from money, who can manage a 
| ficial papers and, eventually, and counted his reserves. The the Latin word, cassa, or community, an estate, or a 
_ to the documents themselves term (a distant relative of ‘“box’’ to the Old French business without loss. or 
_-—hence, papal bull. From _ belly) implies swelling. casse, came to mean the _ waste. a 


CORPORATE FINANCIAL STATEMENT 


statement of earnings and retained earnings for 1974 | 
OTHER INCOME NET EARNINGS | 
| $341-million $1,838-million 


What's left after all costs, expenses, and 


Principally, interest earned_by the company on its hold- 
taxes have been deducted from gross 


ings in marketable securities. Such securities, mostly 
government obligations, were valued at $3,629-million income. Per share earnings were $12.47 
at year-end 1974. based on the 147,400,733 average num- 
a ber of shares outstanding during the year. 









































RETAINED EARNING 


$1,018-million 


This amount is reinvested in the 
business in the form of rental ma- 
chines, plants, laboratories, and 
other properties for the continued | 



















































































| = operation and growth of the busi- 
| ness. | 
INTEREST U.S. FEDERAL AND CASH DIVIDENDS 
ON DEBT FOREIGN INCOME TAXES TO STOCKHOLDERS 
$69-million $1,597-million $820-million 








The cost to IBM for the 
use of borrowed money. 
At year-end 1974, short- 
term loans amounted to 
$241-million; long-term 
debt amounted to $336- 
million. 


Approximately half these taxes were 
paid the U.S. Government; the other half 
to governments in those countries where 
IBM does business overseas. 


The portion of net earnings dis- 
tributed to IBM stockholders in 
the form of cash dividends. 
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(Continued from page 25) 

10 percent, Yet history may recognize, as today’s public 
opinion fails to do, that this tremendous material advance 
was not the most important achievement of the U.S. econ- 
omy in the Twentieth Century. 

During industrialization’s first 100 years, there were many 
predictions (Marx’s is the most famous) that the new sys- 
tem would result in the concentration of wealth and power 
in a few hands and the immiserization and brutalization of 
the mass of the people. (Oddly, many writers today continue 
to assume that this is what happened.) On the contrary, the 
Twentieth Century in the U.S.—and in other advanced 
countries—has been characterized by an educational ex- 
pansion perhaps more rapid and more significant than the 
material advance that both pays for and requires it. Educa- 
tion, next to conscience, is the most personal of possessions. 
It intensifies individuality, as does the characteristic mode 
of organizing work in today’s economy, Far more employees 
are hired for their judgment, their knowledge, their ability 
to communicate, than for such less individuated purposes 
as the use of their muscles in routine tasks. 

Yet these more highly individuated people are also 
more highly socialized in the sense that they are more 
dependent on cooperation with one another. Dependence 
on cooperation always raises the spectre of coercion: non- 
cooperators must be forced into line. We have not moved 
in that direction. Instead, the system of cooperation through 
voluntary exchange of work for goods and services con- 
tinues to operate at a high—though far from perfect—level 
of effectiveness. Wide segments of the population—most 
notably women—have, over the last 75 years, found access 
to a far wider range of occupations and life-styles, a wider 
range of personal development and choice. 


This simultaneous growth of individuality and interde- 
pendence has not produced—and won’t produce—a con- 
tented and tranquil society. In fact, much of the present 
conflict, anxiety, frustration, alienation, and disorder in 
the U.S. is a product of its main lines of evolution—an 
evolution led largely by the business system. Just as the 
1975-type corporation, with its many willful power centers, 
is harder to harmonize than the 1900-type corporation, so 
the larger society, with more “liberated” and upwardly 
mobile groups, is more prone to conflict than it used to be. 

It’s more prone to frustration, too. One result of the wider 
distribution of power is that A’s use of his power gets in the 
way of B’s use of his, and vice versa, Many people, in and 
out of jobs, are so bewildered by the complex and dynamic 
society that they sever their psychological connection with 
the world around them. 

It may be true that this society, including its business 
system, produces more instances of social disorder, includ- 
ing crime, than did most previous societies, But it would be 
reckless to base on this observation, standing alone, a sweep- 
ing moral condemnation of the present scene. Instances of 


disorder ought to be appraised in relation to the normality 
that they violate. Let’s assume that in business today there 
are more lies, more frauds, more embezzlements than ever 
before. All these are betrayals of trust. It does not excuse 
any such transgression to remember that there is today a 
lot more trust to betray. Seventy-five years ago millions of 
people lived and died without trusting or being trusted in 
any serious matter by anybody outside their immediate 
families. Now we trust strangers with our lives every time 
we enter a highway. We trust near-strangers in banks, in- 
surance companies, brokerage offices, with the fruits of 
years of labor. The vast expansion of credit—including 
consumer credit—is obviously subject to abuse. But it is 
also—and more significantly—evidence of how far this 
civilization has gone in the voluntary exchange of trust. 
That the system does work indicates that, in the vast ma- 
jority of cases, trust is not betrayed. 

None of this is ground for complacency. A system that 
has placed so much power in the hands of so many diversi- 
fied people will plainly need a lot of “regulation,” including 
all forms of restraint from private conscience to national 
law. We have not, perhaps, been quite as thoughtful and 
resolute in developing the restraints as we have been in 
generating and disseminating the power that calls for the 
restraints. 

Restraints for their own sake we don’t need, any more 
than we need more power for its own sake. We need power 
for particular purposes—personal, social, national, interna- 
tional. The purposes should be carefully perceived and the 
means assessed. In the same careful spirit we should go about 
the construction of restraints for channeling the enormous 
and expanding power within the society. For instance, the 
long contest between those in favor of more government reg- 
ulation of business and those in favor of less regulation 
tends to distract attention from a far more important sub- 
ject: the quality of regulations. In the field of environmental 
protection, for instance, it is now very clear that the sudden 
recognition that ‘““more” restraints were needed led to some 
hasty and unrealistic regulations that are defective on tech- 
nical or administrative or economic grounds. 

For as far ahead as can be foreseen, this society will be 
disturbed and often bewildered by conflicts and difficulties 
arising from its own complexity and dynamism. The better 
people understand the broad context in which the specific 
problems arise, the more effectively they will be able to meet 
the challenges. The business system, one of the main fonts 
of today’s complexity and dynamism, has a large share of 
responsibility for explaining itself to the rest of the so- 
ciety. It will perform that task better if business managers 
and professionals themselves develop the peripheral vision 
to understand those wide areas of the system that lie outside 
the restricted range of their own jobs. 5 





Answers to the quiz on page 23: 1. C; 2. A; 3. D; 4. E; 5. ©; 
6 Baz. D8. Ce9: B; 10:-C. 
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PROFITS. As the public sees them—sky-high 


But the facts are something else. 

The Princeton-based Opinion Research Corporation re- 
cently polled a national sample of 1,209 adults. They were 
asked for their best estimate on the after-tax profit on each 
dollar of sales for several kinds of businesses. As the illustra- 
tions below show, they were far off the mark. 

Overall, the public estimates after-tax profit of the average 
manufacturer at 33 cents on the dollar. That’s six times the 
5.2 cents that manufacturers actually earned in 1974. 

What’s more, the public is not only far off the mark on 
current profit estimate, but its misconceptions are greater 


1974 after-tax profit on an 
$8.23 sack of groceries 


1974 after-tax profit on a 
$4,000 automobile 


than before. In a similar survey taken in 1973, the public 
estimated that manufacturers earned 28 cents on the dollar 
—a nickel lower than the present guess. 

orc also found that for the first time in 30 years a major- 
ity—or 55 percent—of the public believes that the govern- 
ment should put a limit on corporate profits. Only 25 percent 
held that opinion in 1962. Yet, according to Secretary of the 
Treasury William E. Simon, “... this country has been and 
is today in a serious profits depression.” The high profits 
people read about, says Simon, are inflated like every- 
thing else. 


1974 after-tax profit on a 
$120 suit 


What does the public think supermarkets earn in 
after-tax profits? 26¢ on a sales dollar. The 
actual supermarket profit for 1974: less than a 
cent—or, .8¢ to be exact. The $8.23 purchase 
represents the average consumer transaction for 
1974. 


Source: Supermarket Institute, Inc. 


What does the public think an auto company 
earns on a dollar of sales? A whopping 39¢ per 
dollar. (1) The actual profit, admittedly in a de- 
pressed year: 2.1¢ on each dollar. (2) For the 
purposes of this illustration, it is assumed that 
the manufacturer’s selling price to the dealer is 
$3,000 on an automobile listing for $4,000. 


1974 was a bad year for the automotive in- 
dustry. Profits are ordinarily higher—though 
nowhere near the 39 percent people think they 
make. 


Source: Motor Vehicle Manufacturers 
ssociation. Profits are based on 1974 revenues, 
averaged among the five leading manufacturers. 


2 Source: Opinion Research Corporation. 


What does the public think apparel manufac- 
turers earn on a dollar of sales? About 16.5 
cents. (1) But in the apparel industry last year, 
manufacturer profits came to only 2¢ on the 
dollar. (2) Since the manufacturer's sales price 
to the retailer on a $120 suit is ordinarily 
about $60, his profit on the suit comes to $1.20. 


(1) Source: Opinion Research Corporation. 
(2) Source: American Apparel Manufacturers 
Association. 
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So 
you want to be 
on the 

school board 


With party caucuses under way 
and elections in the fall, this may be the time 
to ask yourself if you want to run. 
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by Elizabeth and Henry Urrows 


Only yesterday, the headaches that 
plagued school board members could 
often be traced to teacher shortages 
and lack of classroom space. 

Today, citizens who put in long, ar- 
duous, and unpaid hours as school 
board members face an array of even 
more difficult problems. Among them: 
loss of authority to state and Federal 
bodies that hold the purse strings 
and dictate long lists of do’s and don’t’s; 
shifting student goals, shaped by rising 
college tuitions and a bleak employ- 
ment outlook for graduates; racial 
strife; overburdened taxpayers who 
vote down school budgets and con- 
struction bond issues at an alarming 
rate; and rampant inflation. A fuel hike 
of one-tenth of a cent can easily add 
$6,000 to the costs of a moderate-sized 
school district, which is forbidden by 
law to incur a deficit. 

With all these problems, involving— 
as they often do—heated arguments 
and angry phone calls in the dead of 
night, why do people bother to serve 
on school boards at all? 

The answers are supplied, in part, 
by scores of people (four 13M employ- 
ees are interviewed here) who have 
taken on what many citizens consider a 
thankless burden. Whatever the rea- 
sons, all school board members and 
would-be volunteers must come to 
grips with one key question: ‘How can 
one best tackle this important but often 
frustrating job?” 

Most new school board members 
take their seats with high ideals, a will- 
ingness to learn, and no experience 
whatsoever. Frequently, they have only 
the sketchiest acquaintance with board 
problems and procedures. 

On-the-board training was once the 
only way to learn. But today help is 
offered by the National School Boards 
Association and regional groupings of 


Authors Elizabeth and Henry Urrows, 
residents of Ridgefield, Conn., have put 
in a total of 25 years’ service on boards 
of education, school building and teach- 


ers’ salary committees, and other com- 
munity boards. 


school boards. Workshops sponsored 
by such groups can teach new members 
how boards make policy, how they put 
together budgets, and how workable 
job descriptions can clarify the lines of 
responsibility within the school system. 
In Connecticut, training is available for 
school board candidates as well. It can 
help them avoid making promises 
which may turn out to be foolhardy, 
sometimes even illegal. 

If you’re interested in taking on a 
school board job, or improving your 
effectiveness as a school board member, 
here are a few worthwhile tips: 

1. To get a head start and avoid the 
pain of learning by making mistakes, 
search out the training facilities in your 
area. If there are none, maybe you can 
initiate a program of your own in con- 
cert with school boards from your 
neighboring towns. 

2. Great advances are being made in 
new and stimulating instructional ma- 
terials. But smaller school systems sel- 
dom have the budget or the people to 
evaluate them carefully. You can get 
help through cooperative organiza- 
tions such as the Educational Products 
Information Exchange. Publishers’ rep- 
resentatives are another source of in- 
formation on such materials. 

3. Grandstanders have no place on a 
school board. Effective board members 
work for unity, consensus, and com- 
promise within the board. Partisanship 
within the board can too easily lead to 
unreasonable partisanship outside. 

4. When you go to the community, 
remember that you can get more done 
through coopération than through con- 
flict. It’s almost always better to find 
a common ground on which reasonable 
people can agree than to take to the 
barricades on an issue. 

5. With budgets being voted down, it 
can be disastrous to present a budget 
pared to the bone. Keep a few worth- 
while and valid items in the budget 
which can be jettisoned if necessary. 

6. A school board’s relationship with 
its superintendent often determines the 
effectiveness of the school system. The 
superintendent is the board’s prime 
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source of information for policy mak- 
ing. But don’t surrender policy to the 
superintendent, and, conversely, don’t 
usurp his administrative responsibili- 
ties. 

7. Promising proposals always merit 
thorough exploration. But you should 
demand that such proposals be trans- 
lated into what, why, who, when, and 
how much. Cut through educational 
jargon. Beware of experiments labeled 
“The Answer.” It’s up to you to make 
sure that a new plan has a fair chance 
of being better than current practice— 
not merely different. 

8. Citizen advisory panels can be use- 
ful problem-solvers. Pick the right ones 
and you get not only objectivity and 
expertise, but a greater sense of in- 
volvement in school needs in the com- 
munity. 

9. Know your state legislators and keep 
in touch with them. They can give early 
warning of imminent legislation that 
may affect your school system. And 
they can present your board’s concerns. 
10. Court the good will and enlist the 
help of citizens who have no children 
in the schools. In one town, the board 
asked 20 prominent citizens to draw 
up a list of people who could give ca- 
reer advice to students. Businessmen, 
scientists, professional people, artists 
and writers appeared as guest lecturers 
in the classrooms. A handbook of these 
“resources” was compiled for use by 
teachers. Besides the benefit to stu- 
dents, citizens who had lost contact 
with the schools renewed their interest 
in education. 

Is serving on a school board worth 
it? Some youngsters in every generation 
succeed no matter how poor their 
schools may be. Others will do badly, 
whatever the quality of their education. 
But most will be deeply in debt to citi- 
zens they may never know. 

School board membership is hardly 
a stepping stone if politics is your 
thing. But if you want to give some- 
thing to the community, if you want 
children to have a better chance, it 
can be a stimulating, satisfying, richly 
rewarding job. a 











Colorado 


When the new Lyons, Colo., Junior/ 
Senior High School held its open 
house last winter, Dana Crumb, who 
lives with his family near the small 
community of 1,000 in the foothills of 
the Rockies, gave the welcoming 
address. 

“A lot of work on the school board,” 
says Crumb, who recently completed 
a four-year term, ‘‘goes toward 
providing adequate buildings and 
classrooms for our 13,837 students.” 

A $15-million construction program 
was started soon after Crumb, a senior 
engineer in the Large Scale Integration 
group at the Boulder laboratory, took 
his seat on the St. Vrain Valley School 
Board in 1971. 

The St. Vrain Valley District, which 
takes in 465 square miles and three 
counties, is the third-fastest growing 
in the state. And Crumb points with 
pride to its accomplishments: the 
remodeling of one school: additions 
to three schools; construction of 10 
new schools, with another under 
construction in the city of Longmont. 

Besides physical growth—a $15- 
million construction bond issue was 
passed by voters last spring—Crumb 
cites other priorities. Among them: the 
addition of specialists to help students 
with problems that cannot be solved in 
daily classroom work; more bilingual 
teachers—St. Vrain has a higher than 
average percentage of students who 


| speak only Spanish; and a return to 


more traditional methods of education. 
For students, this includes more 
discipline and greater attention to 
dress. 

Says Crumb, who plans to retire 
from IBM in October: ‘‘Although the 
work was time-consuming and 
demanding, | had the satisfaction of 
trying to solve problems by planning 


| ahead and being sensitive to all areas 


of our responsibility.” 
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New York State 


“When school opens this fall, there 
will be no football teams, no bands, 
no field trips, and many more children 
will be walking to get there and home 
again,’’ says Donald A. Lawson who is 
starting his second term as president 
of the Onteora, N. Y., Central School 
Board. 

“That is, unless we can get a budget 
passed,’’ adds Lawson, a senior 
instructor in Field Engineering Edu- 
cation at Kingston. Voters of the school 
district turned down the budget last 





California 


“When the community’s student 
population is growing faster than 
schools are being built, and you top 
that off with tearing down 13 schools 
because they aren't earthquake safe, 
you have a bit of a challenge.” 

That comment, something of an 
understatement, comes from Don 
Raimondi, six-year veteran of the 
San Jose Unified School District Board 
of Education. ‘‘Earthquakes aren't 
the only serious concern,”’ says 
Raimondi, who defended a tough 
position in insisting that the unsafe 
schools be closed. ‘The big challenge 
is communicating with the public.” 

Raimondi feels that quality educa- 
tion can be assured only when people 
of the community know the real needs 
of the school district. They can then 











May 28. Unless a trimmed down 
budget is passed on August 20, the 
district will have to operate under 
an austerity budget—the funds 
necessary to uphold the minimum 
educational standards required by 
New York State, Lawson says. 

Lawson, who joined the board six 
years ago ‘‘to give some direction 
to where the school district is going,” 
has formed a committee of admin- 
istration, faculty, and board members. 
Together, they are coming up with 
economies for the proposed budget in 
areas where students are least 
affected. ‘‘Fortunately,"’ he says, “we 
have not had to let anyone go.” 

Why was the budget voted down? 
“This is the last area | know of,” 
comments Lawson, ‘‘where a citizen 
can say ‘yes’ or ‘no’ directly on how 
much he pays in taxes.” 








place the proper value on the 
expenses involved, he says, compared 
with other expenses. 

A member of the staff of the San 
Jose Research laboratory, Raimondi 
grew up in San Jose. He liked his 
small home town as a youngster; he 
still likes it today. A strong community 
spirit moved him to seek election to 
the school board in 1969. 

He soon found out there was a 
great deal to be learned about the 
operation of a unified school district 
that is one of the largest in the state. 
“I'm always encountering new chal- 
lenges,” he says, ‘‘but right from the 
beginning I’ve had the satisfaction of 
knowing |’m performing an important 
community service.” 











Westchester County 


During her 11 years on the Mount 
Vernon, N.Y., School Board, Mrs. Mary 
Ellen Cooper has often stood very 
much alone. ‘‘One thing | feel the com- 
munity has learned,” she says, “‘is that 
a ‘no’ vote can be constructive, even 
when the rest of the board is lined up 
solidly against you.” 

At one time, Mrs. Cooper, who is a 
manager in the Corporate legal depart- 
ment, voted against some construc- 
tion costs that she believed to be 
abnormally high. The remaining board 
members were named in a complaint, 
she recalls, and the court found that 
some of the contracts they had ap- 
proved entailed excessive profits. 

“The suit made the entire board 
aware of the importance of watching 
construction costs,’’ she comments, 
“since it showed that the public was 
watching them, too.” 

Like many other districts, Mount 
Vernon has been faced with inte- 
gration problems. And, here too, Mrs. 
Cooper, who is black, has often stood 
alone. 

“Unfortunately,”’ she says, ‘'l learned 
a lot about the ugly side of human 
nature. One of the things that concerns 
me is that when people get into this 
kind of struggle they often lose sight 
of the problem that has caused it in 
the first place—and that is the in- 
adequate preparation for life faced by 
many American youngsters.” 

Mrs. Cooper, who left the board 
after watching several of her four 
children progress through the school 
system, finds some satisfaction from 
her efforts. ‘More people came on the 
board who were really interested in 
education for youngsters. But it takes 
along time,” she notes, ‘‘to build a 
constructive climate. The process of 
building up is always slower than 
tearing down.” 











TiAouglhns 


There is no squabbling so violent 


as that between people who accepted 


an idea yesterday and those who will 
accept the same idea tomorrow. 


Christopher Morley 


If you send somebody to teach 
somebody, be sure that the system 
you are teaching is better than the 
system they are practicing. 


Will Rogers 


Perhaps the most important thing 
that has come out of my life is the 
discovery that if you prepare yourself 
at every point as well as you can, 
with whatever means you may 

have, however meager they may 
seem, you will be able to grasp 
opportunity for broader experience 
when it appears. Without preparation 
you cannot do it. 


Eleanor Roosevelt 


Achild has reached the awkward 
age when he begins to ask questions 
that have answers. 


John Carpenter 


The ability to think straight, some 
knowledge of the past, some vision 
of the future, some skill to do useful 
service, some urge to fit that service 
into the well-being of the community 
— these are the most vital things 
education must try to produce. 

If we can achieve them in the citizens 
of our land, then... we shall have 
brought to America the wisdom and 
the courage to match her destiny. 


Virginia Gildersleeve 


There are times when the best 
answer is to do something, not 
consider it. Careful consideration 
is the best known defense 
against change. 


John C. Burton 
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TAKING THE WAIT 
OUT OF THOSE 

UNEMPLOYMENT 
WAITING 


















In Pennsylvania, a new system may help take 
some of the pain out of being jobless 








by Geoffrey D. Austrian 


The gray limestone mansions peer 
across Front Street at the island- 
studded Susquehanna. A block back 
from the river, the Harrisburg neigh- 
borhood changes to modest wood frame 
houses intermingling with cleaners and 
other commercial establishments. 
Among them, and easily overlooked, is 
a one-story brick building resembling 
an abandoned supermarket. Every 
weekday morning at 7:30, a janitor ar- 
rives to open the building at 1800 
North Second Street. When Gerald M. 
Pittaway, manager of the local office 
of the Bureau of Employment Security, 
and his staff come to work an hour 
later, some 100 to 200 people are wait- 
ing in the building’s still-darkened 
lobby. 

The people include a 33-year-old 
house painter and a 25-year-old dis- 
abled veteran still on crutches, but 
able and available for work. They are 
looking for jobs. And to keep afloat 
in the meanwhile, they are signing 
up for their weekly unemployment 
benefits, 

The painter, who makes $200 a week 
when employed by one of the city’s ma- 
jor contractors, has been laid off twice 


since Christmas. With a wife and four 
children, he is getting $96 a week, 
hardly enough to get by although he 
has stopped using the car and keeps 


the lights turned off at home. House 


painting is seasonal and it is always 
difficult to set enough aside to get 


through the lean periods. But he never 
remembers being “laid off so hard be- 
fore.” 

The veteran, injured in a training 
accident aboard a Navy ASW four- 
engine plane, had been discharged from 
the service five days before. He has re- 
turned to his home state from Maine 
in order to be eligible for unemploy- 
ment compensation. His service dis- 
ability check will take care of the rent 
for the next three weeks. “But it doesn’t 
take long to hit bottom,” he says, 


“when you have a wife and two chil- 


| 


dren.” 
Harrisburg is lucky compared to 
most places. Because it is a state capital, 


government is the largest employer— 
and a steadying influence. Total unem- 
ployment for May was at 6.3 percent 
for the area, compared with 10.6 for 
Newark, 13.1 for Buffalo, 13.7 for 
Detroit, and 9.2 for the country as a 
whole. 

But it was only 2.8 percent until 
October. “‘That’s when what was hap- 
pening nationally hit us locally,” says 
Pittaway. “Construction work came to 
a screeching halt. Shortly after that, a 
few local industries went to a staggered 
work week. Materials shortages and 
energy savings all played a part in the 
layoffs.” 

Starting in January, the local office, 
which serves three counties, was en- 
gulfed by a wave of 1,000 new appli- 
cants a week who are picking up 
unemployment benefits. To cope with 
the work load, the local office added 25 
temporary employees to its staff of 14 
regular people handling unemployment 
compensation. Most of the newcomers 
were hired directly from the claim 
lines. 

Those waiting at state employment 
offices at Harrisburg and elsewhere are 
better off than some. More than a mil- 
lion Americans, among the 8.5 million 
officially counted as jobless, do not 
qualify for unemployment compensa- 
tion. They include recent college grad- 
uates; people who have worked before 
but have not held steady jobs; those 
who are self-employed but have not 
made payments to an unemployment 
fund, and those who have quit their 
jobs or been fired for misconduct. 

Beyond the recorded jobless, many 
others—nobody has a clear notion how 
many—have given up looking for work 
entirely. These ‘“‘discouraged workers,” 
as they are called, are no longer carried 
in the Labor Department’s calculations. 

While the nation’s economists and 
businessmen debate whether the reces- 
sion is bottoming out, the talk means 
little to those standing in unemploy- 
ment lines. Even a vigorous recovery, 
it is widely agreed, will do little to cure 
unemployment in the short run. “.. . it 
will be a long way back to any- 


thing resembling ‘full employment,’ ” 
commented Fortune in its June issue. 
“Indeed, the much-assailed prediction 
in President Ford’s February budget 
message that unemployment would re- 
main above 6 percent for the rest of 
the decade is now widely accepted as 
a realistic outlook.” 

Despite the bleak prospects—more 
people are out of work than at any time 
since 1941— tthe situation is not nearly 
as bad as in the Great Depression of 
the Thirties when one worker in four 
was out of work. “I sadly remember 
what ‘depression’ meant,” says Pitta- 
way, who, as a youngster picked coal 
from an abandoned mine to help pay 
the family’s rent, “when there were no 
benefits of any kind.” 

Getting unemployment compensa- 
tion, or U.C. as it is called in the offices, 
isn’t a simple process, since there are 
many ways that a claimant can fail to 
qualify. For example: 

e A worker gets nothing at all unless 
his job is covered by U. C. legislation; 
e Someone who is ill also fails to qual- 
ify since an applicant must be ready, 
willing, and able to work; 

e And a worker who leaves his job 
voluntarily is generally ineligible. 

With its many variables—laws and 
benefits vary from state to state—U.C. 
administration only partly lends itself 
to automation. But there is also grow- 
ing evidence that, within the rigid legal 
and procedural strictures of the Fed- 
eral/state program, IBM people and 
products are beginning to have a pro- 
found effect. Most obvious are admin- 
istrative savings. But there are also faint 
stirrings that the unemployment system 
is gradually being reshaped around the 
people it is intended to serve. 

Right now, the Harrisburg operation 
is typical of many where 1BM equip- 
ment is employed. Since the bad news, 
in the form of “pink slips,” usually is 
dispensed to workers at the close of the 
week, Mondays and Tuesdays are the 
busiest days at the local office. Enter- 
ing the building, applicants first stop at 
an information desk to pick up form 
UC-100. “Press hard so that all copies 
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can be read,” it announces at the top 
and then proceeds to ask for Social Se- 
curity number, name, reason for separ- 
ation, name of employer, and several 
other items of personal background in- 
formation. 

On completing the form, new claim- 
ants stand in line for up to an hour on 
the linoleum floor, while those renew- 
ing their claims typically wait half as 
long. Most of the first-timers are asked 
to come back for an interview the fol- 
lowing week at one of four windows 
coded to match the last two digits in 
their Social Security numbers. Accord- 
ing to Pittaway, it takes 11 to 21 days 
for applicants to get their first checks. 

Toward the close of the day, clerks 
check the interview forms and mail 
them to a central office, part of the De- 
partment of Labor and Industry, near 
the state capital in the center of town. 
It takes a day, longer from outlying 
offices in the state, for the forms to 
arrive. 

How much a person is paid depends 
primarily on salary—rather than on 
need, as many suppose. Benefits deter- 
mination is a complex calculation based 
on average wages over a certain num- 
ber of quarters (in Pennsylvania, it’s 
the first four of the last five completed 
calendar quarters). Some types of pen- 
sion payments are deducted, as is vaca- 
tion pay. You get extra money for 
dependents. Five dollars a week for a 
spouse, or dependent child if there is 
no spouse. Plus $3 for one other de- 
pendent child—a total of $8 a week 
extra for dependents. Nationally, the 
tax-free payments average $61 a week 
—or about 40 percent of take-home 
pay. 

All of these stipulations are incor- 
porated in a computer program run on 
a System/370 Model 158 that, for the 
past two years, has assisted in benefits 
determination. However the most sig- 
nificant step, according to 1BM Market- 
ing Rep Ed Brooks, has been putting 
wage reporting records for the state’s 
250,000 employers on-line, an accom- 
plishment that greatly simplifies the 
monitoring of contributions into the 





fund and, as a by-product, has elimi- 
nated 400 four-drawer filing cabinets at 
the central office. 

Once the benefits determination is 
made, both applicants and employers 
are notified, giving each the right to ap- 
peal the decision. As with most other 
types of insurance, companies with the 
highest experience factor, in this in- 
stance the most layoffs, have their 
payments rates adjusted upward the 
following year. 

What finally emerges from the com- 
puters, assuming that an applicant is 
eligible and an employer is covered 
by U. C. legislation, is a basic record. 
It tells how much the unemployed 
worker gets and how much he is still 
entitled to receive. Mark-sensed pay 
order cards then trigger two System/ 
360 Model 20s that somehow survive 
the punishment of pounding out 5,000 
checks an hour virtually ’round the 
clock. 

The checks are mailed to claimants 
and pay orders sent back to local 
offices across the state, where they are 
dispensed, signed, and returned, again 
by mail, for the preparation of another 
round of checks. 

It is, admittedly, a somewhat cum- 
bersome process. Two sets of records 
are required, one at the local and an- 
other at the central office. Each after- 
noon, the local Harrisburg office winds 
up scheduled interviews at 3 o’clock to 
allow time for processing and mailing 
to the central office of initial claim 
forms and pay order cards signed that 
day. Time is also needed to “prep” the 
lines for the following day—so that 
pay orders, and backup records are 
waiting for the applicant’s scheduled 
visit to an appointed window. 

Even for those people who do not get 
or need job counseling, the system is 
inadequate. It generates repeated visits, 
repeated waits. When all the applicant 
is claiming is what he is entitled to as 
a matter of law. But all of that is 
beginning to change. 

The buzz words, these days, are 
“point of services.” 

Point of services? Sounds more like 





a new retail terminal or a modern bank 
teller station than a government office. 
Well, why not? Being out of work 
through no fault of one’s own is hardly 
a reason for holding back progress. 

It won’t happen overnight. But al- 
ready one of the four lines at the local 
Harrisburg office is linked directly to 
the Model 158 by computer terminal. 
By summoning a person’s claim record 
onto the terminal screen from the com- 
puter’s memory, the time for processing 
a continuing claim on that line has al- 
ready been cut from two minutes to 
about 30 seconds or less—a fourfold 
gain in productivity. Similarly, a num- 
ber of other terminals already in use 
in the office are enabling clerks to re- 
spond to “where-is-my-check?” type 
inquiries—while the applicant is on the 
telephone—eliminating separate tele- 
phone calls to the central office and 
substantial delays. Both employer ac- 
counts and individual claim records can 
be flashed on the screens in a matter of 
seconds. 

What’s happened so far is prelude. 
The point of services concept will real- 
ly take hold this August when a second 
Model 158 processor is installed at the 
central office, putting the entire local 
branch virtually on-line. On entering 
the office, a first-time claimant will 
soon find himself seated across a desk 
from an interviewer who will enter per- 
sonal information directly into a ter- 


minal. Instead of being collected at the 


end of the day, the information will go 
directly to the 158 for immediate deter- 
mination of the claimant’s eligibility 
and how much he should receive in 
benefits. 

In effect, the local office will become 
an extension of the central one, making 
it virtually “paperless.” There will be 
no more local processing and mailing 
of forms. At the same time, the central 
office clerical staff will no longer have 
to examine and manually prepare 
transactions for computer processing. 

The most noticeable change for the 
applicant will be on return visits to the 
office. Gone will be those large num- 
bers hanging over the front of each 


line, dictating where the claimant 
should fall in. Instead, with informa- 
tion readily accessible by any terminal, 
the claimant, as in a bank, will be able 
to use any window, greatly cutting 
down or eliminating the onerous stand- 
ing around. The office will also be able 
to handle claims for a longer period 
each day—since the chore of prepping 
the lines by backing up each window 
with ‘individual records for the follow- 
ing day will disappear. 

When the pilot program at Harris- 
burg is proven, it will be duplicated at 
other local offices throughout Pennsyl- 
vania. According to Andy Baird, senior 
program administrator in DPD’s state 
and local industry marketing depart- 
ment, the U.S. Department of Labor’s 
Manpower Administration is preparing 
a project to develop a similar approach 
that will be adaptable to all state Em- 


ployment Security agencies, The result 
will be a transferable system available 
in about a year’s time. 

Not only will unemployment com- 
pensation be handled more efficiently 
and more humanely, there will be an 
equally significant result: Once the 
U.C. activities of local offices are on- 
line, the same system will be turned in- 
creasingly to matching people to jobs, 
perhaps a more important reason for 
the existence of the State Employment 
Service. 

Of course, all the computer equip- 
ment in the world cannot erase the 
painful experience of being unem- 
ployed. But it may ease the complaint 
of the painter who has been laid off 
twice since Christmas. 

“You have to go through all this 
again,” he said. “You have to wait in 
line just like you did the first time.” 


JOBLESSNESS ABROAD—WELL BEHIND THE U.S. 


1.8% 


1.5% 


SOURCE: !IBM Economic Research Dept. 


U.S. rate has been seasonally adjusted. 
Overseas rates have been adjusted to 
conform to U.S, concept of unemployment. 
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This Northern Bald Eagle will never fly 
again. It was recovered on Long Island 
in January 1974, and taken to the 
Bronx Zoo for treatment. X-rays showed 
permanent damage resulting from a 
gunshot wound. Although eagles have 
been protected by law for 25 years, 
national surveys show that more than 

50 percent of their mortalities are 

due to shootings. 

































































by Leo Martin 





What can you do for a lonely gnu or a family-inclined 
marmoset? 

Get them mates, that’s what. But, in truth, it’s not easy 
to get the right companion for these animals and many 
other of the 50,000 mammals—representing 850 species 
—that live in North American zoos. 

Mrs. Linda Murtfeldt, who is zoological records super- 
visor at the state-owned Minnesota Zoological Garden in 
St. Paul, may have the answer. She has turned to the 
power of the computer to help not only pair up animals, 
but also find replacements and place surpluses. 

“We're using an IBM System/370 Model 158 to develop 
and inventory types and number of wild animals in 
captivity,” explains Mrs. Murtfeldt. ‘‘Our staff has created 
the International Species Inventory System to collect and 
distribute census data and vital statistics to zoos—there 
are over 175 of them—around the country.” 

The acronym for the system, ISIS, she adds, is the 
name of an Egyptian goddess associated with mother- 
hood and protection. 

Information for ISIS, of which Mrs. Murtfeldt is the 
system manager, is generated by officials of participating 





Orang-utan means ‘‘Man of the woods” 
in the language of Borneo and Sumatra, 
the native lands of this species of Great 
Ape. This one, ‘‘Little Toba,” was 
acquired from Germany’s Nuernberg 
Zoo in 1974 and is now about a year- 
and-a-half old. The Orang is distin- 
guished by its bright chestnut reddish 
hair and extremely long arms. It is the 


“Snowball,” the baby polar bear, was 
born in the zoo November 1974 and 
will become one of the largest of bears. 
If it’s a male (no one knows yet), he’ll 
grow much bigger than his mother. 
Natives of the Arctic areas of North 
America, Europe, and Asia, polar bears 
have been seen swimming at sea out 

of sight of land. 


only true arboreal member of the Great 
Apes. They breed easily in captivity, 
and at least one has lived more than 
30 years in a zoo. 








The Siberian Tiger’s native habitat is 
Northeastern Asia. This cub, one of two, 
was born in the zoo in August 1974 

and will eventually weigh up to 700 
pounds. Big cats in the wild spend up 
to two hours walking around; 40 to 

50 minutes eating; and 20 to 21 

hours doing absolutely nothing. 





These pictures were taken at New York's Bronx Zoo, a participating member of ISIS. 


zoos. They fill out one form per animal, listing its scien- 
tific name and common name, the date of birth, parents, 
and in case of death the date and cause. 

What does this have to do with animal romance? 
Well, if a zoo needs a mate for one of its animals, it 
knows where to look. This spring the first report listing 
mammals and their locations was issued to each par- 

_ticipating zoo, and at least two of them used the report 
to find prospective mates. 

A Kansas City zoo needed a marmoset, discovered 

that a Washington, D.C., zoo had one—of the opposite 
sex, of course—and was willing to loan it. 

A Topeka, Kansas, zoo was searching for a female 
echidna—a_ primitive, egg-laying mammal—and found 
one in St. Paul’s Como Zoo. 

‘ISIS will do more than simply tabulate the total 
number and kinds of animals,” says Mrs. Murtfeldt. “For 
example, it will help us determine exactly how many 
animals on the ‘endangered species’ list—the gray wolf, 
the Indian rhinoceros, the Siberian Tiger, and the Orang- 

- utan to name a few—are in captivity. We can generate 
' ‘reproductive profiles’ for each animal, pinpointing un- 


wanted or desirable genetic factors. Such information will 
lead to better breeding management of captive animals. 

“And it will help us learn how long certain species live 
in captivity. As a matter of fact, the information we 
already have leads us to believe that animals do a lot 
better in zoos than anybody thought.” 

Quite so. The number of animals being born in zoos 
considerably exceeds the death rate—contrary to what 
many experts have charged. Responsible, zoo officials 
believe, are good breeding programs, plus good medical 
treatment and diet, which have dropped the death rate 
for many species below what it is in their native habitats. 

After the North American zoo mammal population has 
been tabulated, ISIS will start collecting information on 
birds, reptiles, amphibians, and fish. 

“One long-range goal,” says Mrs. Murtfeldt, “is to 
have zoos in every country involved in this project.” 

For lonely creatures the world over, that should be 
good news indeed. a 





Leo Martin is a staff communications specialist in the Data 
Processing Division Chicago Information Bureau. 
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by Ed Grimm 


“The Italian economy is like the tower 
of Pisa,” says an admiring German 
banker. “It leans, leans some more, and 
never topples over.” 

Last year, toppling seemed imminent 
as Italy was rocked by runaway infla- 
tion and a lopsided balance of pay- 
ments. But the country’s innate resil- 
iency, aided by some inspired impro- 
vising with the economy, has prevailed. 
Today Italy is on the verge of a recov- 
ery that is as heartening as it recently 
seemed improbable. 

Given the traumas of 1974, IBM 
Italy’s outstanding sales record almost 
defies belief. The company surpassed 
Germany, France, and the United 
Kingdom in actual pp sales, and closed 
one of every three new accounts gen- 
erated by 1BM in all of Europe. “A 
fantastic collective achievement,” IBM 
Europe President Jacques G. Maison- 
rouge calls it. And this year, as the 
Italian economy deals with a new 
set of problems, 1BM’s business contin- 
ues to prosper. 

“The 1BM business does not always 
follow the economic indicators,” ex- 
plains Ludovico Biraghi-Lossetti, presi- 
dent of 1BM Italy. “There are other 
forces in the Italian economy and, hap- 
pily, they have worked to our benefit.” 
Central among them is the perception 


on the part of businessmen and govern- 
ment officials that the computer can 
ease economic problems by bringing 
about improved productivity. 

While Italy’s economic turmoil is 
akin to the current problems of other 
nations, it also has native roots that 
date back many years. 

Before the postwar surge of indus- 
trial development known in Italy as 
il miracolo (the miracle), the coun- 
try’s economy had been mostly agricul- 
tural. Then, within one generation, she 
vaulted to seventh among Europe’s in- 
dustrial powers. During that time, 
nearly 4 million Italians moved off the 
land and into urban centers—and fac- 
tories. Automobile registration went 
from one per 150 persons to one per 
five. And the inevitable problems fol- 
lowed: industrial pollution, bureau- 
cracy, a shortage of public services— 
plus two decades of wage increases that 
pushed Italy’s labor costs to among Eu- 





rope’s highest. 

All this happened against the back- 
drop of the perennial Italian scene: 
governmental instability (33 changes 
of administration since the end of 
World War II); a shortage of natural 
resources; and poverty in the southern 
region, or Mezzogiorno, whose per 
capita income is exceeded two-and-a- 
half times by the city of Milan. 

In 1974, the villain was clearly in- 
flation, At 24.5 percent, it was the 
highest of any industrialized nation in 
the West. Wholesale prices rose by 40 
percent, and labor costs by 26 percent. 

The country was also saddled with 
a $10-million trade deficit—more than 
the nominal value of her monetary re- 
serves. And since Italy depends more 
on imported oil than any nation but 
Japan, the fourfold increase in oil 
prices in late 1973 was a body blow to 
the economy. 

There were $15-billion in foreign ex- 
change obligations, and a currency 
which had been devalued 25 percent 
within two years. Only a series of mas- 
sive international loans kept Italy from 
the bankruptcy foreseen by many econ- 
omists. One of these loans—$2-billion 
from West Germany—had to be 
backed in part by gold of the nation’s 
central bank. 


The nose dive was steep, but Italy 
began to pull out of it last August 
through a deliberate, often drastic, 
slowing down of the economy. Called 
La Stangata (The Sting) after the pop- 
ular American film, its avowed aim 
was to cut back the nation’s purchasing 
power by $5-billion. 

La Stangata was applied in many 
ways. A one-year tax increase of 10 
percent was levied on personal incomes 
of more than $20,000. Taxes were 
raised on automobiles, meat, gasoline, 
and telephone service. A prime interest 
rate of 15 percent was applied to short- 
term credit. Imports were discouraged 
by requiring a non-interest bearing de- 
posit equal to 50 percent of the value 
of bulk shipments of imported goods. 
The lira, which had been allowed to 
float, was kept at its level of “disequi- 
librium” to encourage other nations to 
buy Italian exports. 

Italy shuddered under the stress, but 
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the nose dive leveled off. This past 
spring, with something of a flourish, 
the government paid back one-fourth 
of the German loan. International 
banks reacted by removing Italy from 
the list of countries who must pay a 
high-risk premium on loan interest 
rates. 

Inflation was cut back, and house- 
wives shopping for pasta, eggs, meat, 
and other basic foods found that prices 
were constant for the first time since 
last autumn. In March the cost of liv- 
ing increase was only one-tenth of one 
percent—the lowest monthly rise in 
seven years. 

In a period of constricted interna- 
tional trade, Italian exports were up 
23 percent over a comparable four- 
month period in 1974. And for that 
same period, the trade deficit was 
slashed by $3-billion. 

La Stangata had left its mark. But in 
the process, something else had hap- 
pened, and Italians have a name for 
that, too. It is sboom, which is a boom 
with the air let out. A recession was 
a natural consequence of the anti-in- 
flation effort and, as such, anticipated 
by economists. Thus far it is seen as a 
lesser evil; nevertheless, it is being 
watched warily. 

Industrial production these past five 
months was 13 percent below the same 
period of last year, and 1975 could be 
the first year in a quarter-century in 
which Italy registers a negative eco- 
nomic growth—although the govern- 
ment’s goal is zero growth. Bankrupt- 
cies are down, but insolvencies are on 
the rise because of the credit squeeze. 

Unemployment is now at 3.5 per- 
cent, with another 2 percent on part- 
time. The jobless rate would be higher, 
but Italian labor legislation makes it 
difficult to dismiss workers. Also easing 
the situation is the government’s policy 
of paying 80 percent of their salary for 
six months to those out of work—with 
companies adding a further percentage 
under a plan called cassa integrazione. 

What Italy wants to avoid is “slump- 
flation”—that galling mix of the bad 
effects from an economy that gallops, 








then limps. Its aim now is to ease re- 
strictive pressures, without allowing in- 
flation to resurface. So, on May 7th, 
the Italian discount rate was reduced 
from 8 percent to 7 percent, to “‘selec- 
tively stimulate” the economy, and in- 
terest-free deposits on imports were 
no longer required. 

In his report to the annual meeting 
of the Bank of Italy at the end of May, 
Guido Carli, its chairman, spoke of the 
slowdown as a price worth paying to 








restore international solvency. And he 
added this philosophical note: “Italian 
society, despite its system, even against 
the rules of that system, has always 
managed to show an indestructible vi- 
tality. Despite chaos . . . the country 
lives and goes ahead.” 

Italy is indeed an exasperating and 
invigorating blend of the workable and 
unworkable. Strikes may abound, for 
instance, but many of them are merely 
symbolic—and over in a few hours. 





‘Italians shrug off both despair and un- 
warranted optimism with equal impa- 
tience. The nation’s social and cultural 
ways give it a lifesaving flexibility that 
more tightly run nations cannot mus- 
ter. Says Aurelio Giovani, IBM Italy’s 
manager of management systems: 

“Italy is maintained by individual ini- 
tiative more than cooperation or coor- 

dination. It is difficult to understand, 

even for Italians.” 
There are also tangible reasons be- 





Inflation, last year an uninvited guest 

at the Italian family’s dinner table, 

has been cut back. Now housewives like 
these, shopping at an outdoor food 
market in Rome, are going home with 
more for their money. 


hind the country’s knack for pulling 
through. Some of them constitute 
those “other forces” mentioned by 1BM 
Italy’s President Biraghi-Lossetti. It is 
at those points that the survival of 
Italy and the success of 1BM Italy in- 
tersect. 

Example: the nature of Italian busi- 
ness. A phenomenal 99 percent of 
Italian enterprises have fewer than 250 
employees. These “cottage industries” 
are more adept than larger firms at 
trimming sail when the economic head- 
winds grow strong. They are the “in- 
visible buffers” cited by economists. 
Many are also key IBM customers. 

IBM Italy created a commercial dis- 
trict for small businesses back in 1969. 
“Now it is paying off,” says Luciano 
Calastri, director of General Systems 
in Milan. “To me, it is like the early 
days. There is the same spirit of 
growth.” 

That growth has been accelerated 
this year as cost-conscious heads of 
small businesses welcomed the newly 
announced System/32 and its helpful 
packages of applications. Since its April 
debut, the system has sold briskly. 

Large companies, reacting to the 
twin pressures of high costs and low 
demand, are also intent on improved 
profitability. And for them there is the 
added dimension of long-range and 
large-scale planning. Here again, the 
systems and solutions of 1BM Italy seem 
to show the way. The large petroleum 
company, AGIP, has ordered a System/ 
370 Model 145 to help it find oil and 
reduce the dependency on imported 
crude. Alitalia has acquired a Model 
168 to run a reservation system de- 
signed to offer better service to its pas- 
sengers. Banca Nazionale del Lavoro 
has installed two IBM voice and data 
switching systems to improve commu- 
nications among all its branches in 
Italy. 

“We are known,” says Vittorio Far- 
chi, pp branch manager of large ac- 
counts in Milan, “not only as a hard- 
ware firm but as the supplier of a com- 
plete service. The large customer feels 
he needs more than just hardware; and 


he looks to us, working from the prob- 
lem itself, to help him find his own 
solution.” 

Solutions of an almost visionary na- 
ture are sought by the public sector. 
This relatively stable area of the Italian 
economy is an important segment of 
IBM’s business. A research center of the 
Bank of Italy, a major customer of 
this type, has developed econometric 
models for the nation with the help of 
the 18M Scientific Center in Pisa. 

“We have to attain achievements in 
projects of large national importance,” 
says Renato Mariani, manager of data 
processing operations staff, Center- 
South Italy. He is based in Rome, 
whose nine branch offices deal pri- 
marily with government accounts. 

Italy’s reliance on data processing is 
in marked contrast to 1964, the time of 
the last economic crisis, when uncer- 
tainty about the aims and ability of the 
first center-left coalition government 
sent tremors through the economy. 
“Then the tendency was to get rid of 
computers,” recalls Aurelio Giovani. 
“Today they are looked on as necessary 
for weathering the crisis.” 

So, through a combination of accu- 
rate planning, a dedicated sales force, 
timely product offerings, and a reputa- 
tion for business leadership, 1BM Italy 
continues to do well in a country bent 
not only on surviving but on prevailing. 

Italy today is at a turning point. She is 
still vulnerable to domestic or interna- 
tional shocks. A prolonged world reces- 
sion, a further sharp rise in oil prices 
or unrelieved “slumpfilation” at home 
would rend the fragile safety net woven 
so painstakingly this past year. So 
would political or labor discord. 

Beyond this, Italy’s leaders recognize 
the need to enliven again the nation’s 
entrepreneurial spirit, to develop light 
industry—especially in the Mezzo- 
giorno, and to stimulate agriculture, 
housing, and the nuclear energy field. 

If all this can come about, Italians 
may be able to forget about arrangiarsi 
—the habit of making the best of a 
bad situation—and replace it with an 
attitude of hard-won hopefulness. @ 
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Robert L. Heilbroner 








HOW MUCH 
WHAT KIND 
HOW LONG 





Economic growth and national planning are the subjects of 
widespread debate today. Professor Heilbroner’s views on 
these issues are not necessarily shared by IBM management. 
For a contrasting view on planning, see the article on page 
47 by Milton Friedman, another well-known economist. 





What is surprising, in retrospect, is how long it took before 
everyone woke up to the fact that economic growth could 
not go on the same way forever in America. We had been 
warned about the dangers of population growth since pub- 
lication of Malthus’ Essay in 1798; and far earlier than 
that had come cautionary parables such as that about the 
“modest” man who asked as his reward for saving the 
caliph’s daughter only as much rice as would result from 
one grain on the first square of a chess board, two on the 
next, four on the next, and so on. He ended up, of course, 
with a claim on more rice than existed in the entire world. 

Thus we have always known about the extraordinary 
powers of an exponentially growing series. We have known 
that any sum, no matter how small, will eventually eat you 
out of house and home (and universe) if it goes on doubling 
long enough. 

Then why haven’t we applied this lesson to economic 
growth? 

I think there are two reasons for our lack of foresight: 
e The first is a general failure on the part of the public to 
think of economic growth as an exponential process. Most 
of us tend to look on economic growth as a process that 
adds a certain fixed amount of production to our economy 
each year. We do not picture economic growth as a proc- 
ess that builds upon itself by steadily enlarging our capacity 
to produce. 

Yet, in fact, economic growth is such a self-feeding 
process. We grow not by a certain amount, but at a certain 
rate each year; and like all processes that grow at steady 
rates, the volume of economic output increases like a snow- 
ball rolling down a hill. In the U.S., for example, national 





production has been doubling about every 20 years for the 
last century. 

e The second reason applies to those people, mainly econ- 
omists, who were aware that growth was an exponential 
process. What took these observers by surprise was how 
close our existing volume of output might be to the limits 
that would prevent its expansion at current rates from 
continuing much longer. For no exponential process in 
nature can go on indefinitely. Sooner or later the snowball 
gets bigger than the hill. The environment that supports 
any growth process must finally give way under the sheer 
mass of the growing body. 

Take population. If Adam and Eve had really lived 
4,000 years ago, and had four children, each of whom in 
turn had four children, by now the entire solar system 
would be nothing but people, expanding outwards at near 
the speed of light. It was the absurdity of just such mechani- 
cal projections of growth rates that led chemist Justus von 
Liebig, more than 100 years ago, to establish what he called 
the “law of the minimum.” 

In essence, it says that the size of any growing mass 
will be limited by whatever requisite of growth is in 
shortest supply. For human populations this is likely to be 
food. Indeed, it was chronic shortages of food that pre- 
vented population growth from snowballing during the 
first millenium of human existence, just as it is the tre- 
mendous advances in agriculture that have permitted it 
to snowball within the last two centuries. 

The illustration (above right) serves to make the von 
Liebig principle more understandable. The graph on the left 
depicts the results of an unimpeded exponential process— 
such as the growth of population or economic production. As 
you can see, sooner or later the size of the mass “explodes.” 
In the graph on the right, on the other hand, we have indi- 
cated the existence of limits in food, resources, or whatever. 
Here, the curve of growth must stop. In fact, few curves 
crash into the barrier the way the graph shows. Usually, 
adverse reactions from the supporting environment begin 
to slow down the growth process before it reaches its ex- 
plosion. In that case, the limit is approached by a gradual 
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S-curve, as the dotted line depicts. 

Thus the crucial consideration in every growth process 
is to determine where the limits lie. It should be noted that 
there is apt to be more than one limit. With respect to popu- 
lation, the limit is apt to be ultimately set by food. But even 
if we should be able to provide an infinite amount of food, 
other limits would apply. Another thousand years of popu- 
lation growth at today’s rates would give us 1,700 persons 
for every square yard of the earth’s surface. Long before 
that, other constraints would have asserted themselves: 
disease, or the near halt of population growth from the sheer 
psychological strain of living in an overcrowded world. 


What are the limits to economic growth? Basically, there 

are two: 
e The first is the amount of resources, including energy, 
that we can tap to sustain a growing volume of production. 
e The second is the effect of the dangerous by-products 
that economic growth may give rise to. A colony of amoeba, 
allowed to multiply freely in a nutrient, displays an S-curve 
long before it has used up its available food, because the 
colony generates poisons that inhibit its multiplication. 
Industrial pollution is the counterpart of these poisons and 
therefore plays an important role in determining where the 
von Liebig minimum will be met. 

Are we now in danger of running out of resources? One 
reason for the shock we have experienced in the last few 
years is the sudden recognition that we may be much closer 
to this possibility than we have ever before realized. We 
have been warned many times in the past that we were 
about to run out of a particular resource, such as oil. But 
only recently have we begun to compute the extraordinary 
requirements for all resources needed to sustain economic 
growth. According to the calculations of Emile Benoit, a 
noted Columbia University economist, annual consumption 
of ten leading minerals is now about 2.7 billion tons. At 
even a 3 percent growth rate, annual consumption would 
in about 1,000 years exceed the weight of the earth. Thus 
even if the earth were made 100 percent of usable ores, 





we know the growth in mineral consumption would have 
to stop long before that. And between a 1,000-year maxi- 
mum and, say, a 200-year minimum (based on estimated 
amounts of minerals actually likely to exist in usable con- 
centrations) the 200-year figure is obviously a great deal 
closer to the ultimate limits of the achievable than the 
1,000-year figure. And even 1,000 years, Benoit points 
out, is not eternity—it is only a quarter of recorded history. 

The same chastening outlook applies to pollution. Once 
again we must distinguish between one particular form of 
pollution, such as smoke, which may be very dangerous but 
which we can correct, and a generalized pollution. For 
there is one form of environmental damage we cannot cor- 
rect, at least as long as economic growth is intimately asso- 
ciated with the industrial use of combustion. This is the 
heat pollution generated by burning—whether the fuel be 
wood, coal, oil, or nuclear materials. 

Today the amount of heat that we add to the atmosphere 
through these combustion processes is trivial compared 
with that which pours in from solar radiation. But if we 
keep on adding to our combustion heat at a steady exponen- 
tial rate of about 4 percent a year (the rate at which we 
have, in fact, been adding it), in another 150 years our 
man-made heat throw-off will be equal to about 1 percent 
of that received by the sun. 

Moreover, that I percent will still be growing exponen- 
tially. Within another 150 years it would constitute a source 
of heat as great as that of the sun itself—a condition obvi- 
ously incompatible with the preservation of human life. 

Hence, there is no doubt that economic growth must 
eventually halt. But how soon is “eventually”? If 200 years 
is an outer limit for our present growth path—a limit im- 
posed both by resource limitations and heat pollution— 
how many years of growth can we count on? 

The real answer is that we do not know. It could be that 
we will run into very serious resource lacks within as short 
a time as a decade or two. The famous—and in some quar- 
ters infamous—Club of Rome report, The Limits of 
Growth, suggests that the days of copper, lead, silver, tin, 
and oil are numbered within that time span. In fact, the 
report predicts that we will be out of these resources in 
about 50 years even if we discover five times as many 
mineral reserves as we now know about. 

Other observers take a more sanguine view. They point 
out that mineral reserves may be vastly bigger than five 
times present estimates—for example, we know of gigantic 
reserves of mineral nodules on the ocean floors. And they 
also remind us that we have run out of resources before, 
but have rescued that situation by shifting to other materi- 
als. Taconite, as one case, was not even considered an im- 
portant mineral resource 50 years ago when we were mining 
the rich Mesabi Range in Minnesota for our iron ore. 
Today taconite is the main source of iron. 

Much the same uncertainty applies to our energy re- 
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serves—essential if we are to go on growing. How much 
oil do we really have? How much coal? Uranium? We do 
not know with any high degree of accuracy. More impor- 
tant, we do not know how quickly we can develop the tech- 
nologies that will be needed to shift out of oil into coal or 
out of coal into nuclear power. 

Thus we do not know whether we are headed on a 
collision course with some close-by von Liebig minimum or 
whether we will have time to work our way onto the safer 
trajectory of an S-curve. As I recently testified before a 
Congressional subcommittee on energy conservation, to a 
very great degree we are flying blind over a terrain about 
which the only thing we know is that the mountains get 
higher and higher as we go along. I am afraid that we are 
destined to fly blind for quite a long time. 


What does this imply for a sensible national policy? 
What implications does it have for far-sighted corporate 
management? 

Some answers are obvious. We must learn to utilize 
resources that still lie untapped—not only those that lie 
on the ocean beds, but those that are dormant in low-grade 
ores and shales. Not less important, we must learn to de- 
velop new sources of energy, especially nuclear energy, 
which we will require on a gargantuan scale to “melt the 
rocks” and to “mine the seas.” And facing us as the greatest 
challenge, we must learn how to generate energy without 
pouring man-made heat into the atmosphere, a feat that 
can be achieved if we use the tides, the winds, the warmth 
of the earth, and above all, the radiation from the sun. 

This places an enormous burden on technology as the 
great fix for safer growth. Almost every kind of technology 
is required for this end. We cannot yet explore, much less 
mine, the ocean beds. We do not know how to handle the 
gargantuan cubic yardages of granite and sea water that 
hold our largest volume of potential raw materials. We do 
not know how to grow enough food to satisfy a world whose 
population is not yet tapering off on an S-curve. Nor do we 
have a satisfactory technique of birth control for the de- 
veloping areas, to hasten the S-curve that is so desperately 
needed for the control of population growth there. Thus 
we need high technology and low technology—sophisticated 
means of peering into the earth’s crust and simple means of 
organizing social programs; complex techniques of com- 
putation and communication and possibly very elementary 
ways of improving farming. 

But technology is not enough. We also require a policy 
of national planning for safe growth. To begin with, this 
means a policy to avoid the squandering of resources and 
needless pollution of the environment. Our gasoline-wasting 
automobiles, our pointlessly over-packaged goods, our 
empty office buildings illumined all night for display are 
no longer matters for pride but for shame. 


Not less important, we need a means by which we can 
guide or influence the flow of private investment—encour- 
aging it in some areas, discouraging, perhaps even making 
it prohibitively risky in still others. For many business 
executives, the idea of national economic planning raises 
fear of bureaucracy at best, of a regimented “socialist” 
economy, at worst. I do not, in fact, think that national 
planning holds out such dire dangers. Two leading politi- 
cal figures, Senators Humphrey and Javits, have joined 
forces to sponsor a bill on long-range economic planning. 
I do not believe that these men are blind to the dangers of 
bureaucracy or eager to socialize American industry. They 
just want to avoid a crash into a von Liebig minimum. 


Would a national plan for safe growth try to bring 
about an immediate severe slowdown or cessation of eco- 
nomic expansion? 

Certainly not. 

We are still unprepared to deal with the consequences 
of an abrupt slowdown or halt in growth, which would be 
like a recession without hope for recovery. More impor- 
tant, there is a period of grace, 25 years at least, during 
which there seems no chance of a fatal crash; we are still 
well above the mountain peaks. It would be an act of in- 
humanity not to take advantage of the growth in output 
available during this period to feed and clothe and shelter 
hundreds of millions of humans who live at the borderline 
of destitution. 

Then, too, there are large areas in which growth of output 
can be encouraged, to compensate for those where it should 
be clamped down. The output of effective and inexpensive 
medical treatment, the nurture of the young and the care 
of the old, the humane treatment and rehabilitation of con- 
victed offenders—to take only a scattering of possibilities— 
offer vast opportunities for the expansion of economic ac- 
tivity. Incidentally, these are also areas that may yield far 
more in terms of social well-being than the materials-using 
and environment-polluting activities they could replace. 

So I would think that we will go on growing—for a 
while. But it follows from our discussion that these years 
of grace are also years of trial. There will be a headlong 
collision into one minimum or another—minerals, food, 
heat or some other form of pollution—unless we use the 
few remaining decades of safe flight to prepare for the 
coming decades of increasingly dangerous flight. 

Will we in fact take those measures that will ease our 
transition from a dangerous growth path to a changed, 
slower and safer one? I am moderately optimistic about 
our chances for developing technological fixes, although 
it would be foolish to assume that the requisite technology 
will take care of itself without encouragement as part of a 
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One of the surest ways to touch off a debate almost any- 
where in business is to call for some form of government 
economic planning. Yet with the economic stresses of re- 
cent years, those calls are coming from many quarters and 


the issue is being joined. 


The latest plea for national planning comes from a group 
of national leaders, headed by Nobel Prize-winning econ- 
omist Wassily Leontief. This group would establish a Fed- 
eral Economic Planning Board that would estimate Amer- 


ica’s future economic needs, fix priorities, and provide the 
incentives to reach those goals. 

However innocent-sounding the proposal, some business- 
men and economists see it as a device which would inex- 


orably replace or override private decision-making in the 


market system. And they argue that such meddling could 
not provide efficiency enough to make up for the freedom 
it would take away. Here, Think reprints economist Milton 
Friedman’s point of view. 


Milton Friedman 





National economic planning 


We are suffering from inflation and 
recession produced by government at- 
tempts to promote full employment. 
Though it is now 21 months since 
the OPEC countries turned off the oil 
spigot, government still has no coherent 
plan to solve the resulting energy crisis. 
Postal service gets poorer and more 
expensive. The Interstate Commerce 
Commission has destroyed private rail- 
road passenger travel and is well on its 
way to destroying private freight car- 
riage. The Civil Aeronautics Board is 
performing a similar service for air- 
lines. You can complete the litany. 
The conclusion drawn by Senators 
Jacob Javits and Hubert Humphrey, 
encouraged by a recently formed Ini- 
tiative Committee for National Eco- 
nomic Planning, is that the private 
economy has failed and must be re- 
formed by establishing a new Federal 
agency for economic planning—de- 
signed to operate without compul- 
sion, relying instead solely on that 
infinite wisdom that government bu- 
reaucrats bring to every problem. 
Apparently, old fallacies never die. 
Thirty years ago, “natural economic 
planning” threatened to be the wave 
of the future. In Britain, the Labor 
Party’s postwar victory over Winston 
Churchill spelled a commitment to 
central planning. In France, one pro- 
posed form of planning followed an- 
other through revolving govern- 
ments. In the U.S., the Employment 
Act of 1946 rode the same wave. In 
British colonies heading toward inde- 
pendence, graduates of the London 
School of Economics spread the Fabi- 


an message of democratic socialism 
through central planning. 

Friedrich Hayek’s great polemic, 
“The Road to Serfdom,” was aimed at 
this wave. Dedicated to “socialists of 
all parties,” its brilliant analysis of the 
defects of central planning and _ its 
demonstration of the tendency for 
such planning to destroy political 
freedom is as relevant today as then. 

In the event, Hayek’s fears proved 
fully justified. Wherever it was tried, 
central control of the economy was a 
failure. In Britain, successive ver- 
sions of central planning have pro- 
duced today’s stagnation, raging infla- 
tion and bitter internal divisions that 
threaten the maintenance of British 
democracy. In the former colonies, 
central planning has stifled economic 
growth, produced widely shared misery 
and undermined democratic institu- 
tions. India is the most tragic example. 

France’s “indicative planning” was 
mostly talk—and France prospered. 
Germany rejected central planning 
and, under Ludwig Erhard’s guid- 
ance, moved in the opposite direction. 
The dramatic success of Germany’s 
free-market economy reinforced the 
lesson of British failure. 

What explains the failure of central 
planning? Can no planning be better 
than planning? That semantic trap 
confuses the real issue. The real issue 
is not planning vs. no planning, but 
what kind of planning, by whom, for 
what purpose. 

The central planners want planning 
by them for us. They want the govern- 
ment—by which they really mean 


themselves—to decide “social priori- 
ties” (i.e., tell us what is good for us); 
“rationalize production” (i.e., tell us 
where and how we should work); 
assure “equitable distribution” (i.e., 
take from some of us to give to others 
of us). Of course, all this can be 
voluntary—if we are willing to turn 
our lives over to them. Otherwise, 
“antisocial behavior’ must be re- 
strained—who can gainsay that? The 
iron fist must be there—just in case. 

Such planning, from the top down, 
is inefficient because it makes it im- 
possible to use the detailed knowl- 
edge shared among millions of indi- 
viduals. It undermines freedom be- 
cause it requires people to obey orders 
rather than pursue their own interests. 

I am for planning, too, but planning 
by each of us separately in light of our 
individual, though shared, values, co- 
ordinated by voluntary exchange in 
free markets. Such planning, from the 
bottom up, enlists the interests of 
each in promoting the well-being of 
all. Government has its role—to pro- 
vide a stable legal and monetary 
framework, enforce contracts and ad- 
judicate disputes and protect us from 
coercion by our fellow citizens. If we 
could limit government to these, its 
proper, functions, perhaps it could 
perform them successfully. 

This is a plan too—a far better plan 
than establishing yet another Federal 
agency to control our daily lives. Mf 
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“Conservation,” noted 1BM Chairman 
Frank T. Cary in a corporate policy 
statement last September, remains “a 
permanent way of life for the com- 
pany” and “must be a deliberate and 
continuing policy of management.” 

Here’s an update on how some IBM- 
ers are changing work styles and proc- 
esses to conserve both company—and 
the world’s—limited resources: 





Water recycling: At the General Prod- 
ucts Division’s San Jose location, 60 
percent of the “softened” (deionized) 
water used to spray and rinse disks, 
previously discharged as sewage, is be- 
ing recycled. The water reclamation 
system does the job with existing proc- 
esses plus an ion (charged atom) ex- 
changer, carbon filter, and regenerator. 
It saves more than five million gallons 
annually. 


Paper: During last year’s paper crunch, 
the General Systems Division in Roch- 
ester, Minn., found that computer 
paper had doubled in price. Not only 
that, but the vendor supplying the in- 
formation systems department couldn’t 
guarantee a continuing supply. So the 
department, working with purchasing, 
found a new vendor. 

The new paper was carbonless, and 
shorter between “bursting points” (the 
serrated points at which the paper can 
be easily separated). Its use meant an 
adjustment for some 200 departments 
that use the computer paper for re- 
port handling. With a little discipline 
they learned to do without the carbons 
and to accustom themselves to less 
space between typed lines on computer 
printout. 

The effort has paid off. Total cost 
savings to date are about $19,000 a 
month. Equally important, actual paper 
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Conserving materials 


consumption has been reduced by over 
30 percent. 

Each year, the System Products Di- 
vision’s East Fishkill site produces 
about 500 tons of recyclable paper and 
sells it to local jobbers. The program 
not only eliminates a $10-per-ton pick- 
up cost; it produces profit. 

To separate the two grades of recy- 
clable paper—white and other recycla- 
ble (colored, lower grade) —from non- 
reusable material, East Fishkill mail 
stations are equipped with three waste 
cans. Special pickups are made regu- 
larly in computer rooms. 

The plant used to buy cartons for 
packing the paper, but the recycle op- 
erations people have cut out that extra 
cost by simply reusing cartons contain- 
ing parts and other purchased products 
delivered to East Fishkill. 


Used parts: A program initiated by 
spp distribution in Dayton, N.J., found 
that certain obsolete IBM machines 
contain reusable parts in demand at 
other IBM sites. So, Gsp Rochester re- 
turned used parts last year to seven IBM 
locations. They represented, in new 
value, over $2-million. 


Solvent reclamation: The Office Prod- 
ucts Division’s Lexington plant is re- 
claiming, this year, about 70,000 gal- 
lons of solvents used in degreasing op- 
erations, by separating them from 
waste oil and metal contaminants. It 
also redistills for reuse 104,000 gal- 
lons of solvents used in the manufac- 
ture of correctable ribbon inks. 

And, it estimates that recycling the 
mineral oil used in machining will pro- 
vide another 100,000 gallons of oil 
again this year. But this good conserva- 
tion habit is not new; the plant has 
been practicing it for years. a 
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national plan. We must realize that today we do not even 
have an adequate nuclear breeder technology—the first 
step in the technological fix—and that nuclear fusion, wind, 
tide, and solar energy technologies are still in a primitive 
stage. 

As I have indicated, I am much more optimistic about 
the development of a national economic planning mech- 
anism. More and more business leaders, as well as repre- 
sentatives of labor, the academic and scientific communi- 
ties, have called for a coordination of national policies 
having to do with the future. I expect we will have the 
rudiments of a national economic plan within a few years. 
Whether it will fulfill the hopes of its sponsors or the fears 
of its opponents remains to be seen. 

I am least hopeful that we will institute the necessary 
social policies that would ease our transition into a slower 
growth economy. Will we redirect resources—especially 
those most valuable of all resources, trained human beings 
—into the neglected areas of our society? Will we find a 
social and political fix to underlay the technological and 
economic fix? 

It is not easy to look at our history and give blandly 
reassuring answers to these questions. Yet here is the real 
challenge of an impending slowdown, perhaps ultimate 
cessation, of growth. In the end, the “limits” to growth 
depend on our capacity to share, on our ability to pay more 
than lip service to the adage that man does not live by 
bread alone. A realistic assessment of our future economic 
growth hinges, above all, on a realistic estimate of our 
capacities for moral growth. & 


Robert L. Heilbroner is Chairman, Department of Economics, 
The Graduate Faculty, New School for Social Research in New 
York City, and author of several books on political economy. 
His most recent is An Inquiry into the Human Prospect. 
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La Hulpe: A day to remember 


It’s not easy to associate tradition with anything as new as 
the education center at La Hulpe, Belgium. Yet the IBM tradition 
of teaching and learning is as fresh there as the newly cut flowers 
in its entrance halls or the latest newspaper edition in its library. 

That tradition was honored June 18th when the center was 
dedicated to the memory of the late Arthur K. Watson, during 
whose years as chairman of the board of IBM World Trade 
Corporation many education centers were set up in Europe. 
Mrs. Arthur K. Watson and her children were joined at the cere- 
mony by Mr. and Mrs. Thomas J. Watson, Jr., and other members 
of the Watson family. Present, too, were IBM’s Chairman Frank 
T. Cary, Vice Chairman Gilbert E. Jones, and President John R. 
Opel, as well as business colleagues from many countries. 

The Arthur K. Watson International Education Center, as it is 
now officially known, is 8 miles southeast of Brussels, at the 
edge of a national forest and near the village of La Hulpe. 
Under its roof are six international schools—for systems re- 
search: advanced marketing; IBM executive development; DP 
customer engineering management; finance, planning, and ad- 
ministration; and international customer executive education. 
There are three wings with 320 single bedrooms. In this, its first 
year, the center expects over 7,000 students. 

In a speech delivered in 1964, Arthur K. Watson said: ‘The 
only real road to an internationalized business is people— 
people who think internationally.” For IBM in Europe, that 
road now leads to La Hulpe. 











In a multilingual classroom, Mrs. Arthur K. Watson 
and daughter, Caroline. 


A corner of the La Hulpe courtyard. 
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